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STATE OF HAWAII
CONTRACT FOR SERVICES
BASED UPON
COMPETITIVE SEALED PROPOSALS

This Contract, executed on the respective dates indicated below, is effective March 3,
2009, between the PUBLIC UTILITIES COMMISSION, which is administratively attached to
the DEPARTMENT OF BUDGET AND FINANCE, STATE OF HAWAII (“*Commission™), by
its CHAIRMAN (hereafter also referred to as the HEAD OF THE PURCHASING AGENCY or
designee (“HOPA")), 465 South King Street, Room 103, Honolulu, Hawaii 96813, and
SCIENCE APPLICATIONS INTERNATIONAL CORPORATION (“Contractor™), a
corporation organized and established under the laws of the State of Delaware, with its principal
place of business address at 3049 Ualena Street, Honolulu, HI 96819, and Federal Tax
Identification No. 95-3630868.

RECITALS

A, The Commission desires to retain and engage the Contractor to provide the
services described in this Contract, including all of its attachments, and the Contractor agrees to
provide said services. The Contractor will serve as the third-party administrator for energy
efficiency programs in the State of Hawaii as directed by the Commission pursuant to Part VII of
Chapter 269, Hawaii Revised Statutes (“HRS").

B. The Commission issued a request for competitive sealed proposals under RFP-
PUC-09-03 (“RFP"), attached to and made a part of this Contract as Attachment O. The
Commission has received and reviewed proposals submitted in response to the RFP. The
Contractor responded to the RFP by submitting a proposal dated November 10, 2008
(“Proposal™), which is made a part of this Contract.

C. The solicitation for proposals and the selection of the Contractor were made in
accordance with section 103D-303, HRS, Hawaii Administrative Rules, Title 3, Department of
Accounting and General Services, Subtitle 11 (*HAR™), Chapter 122, Subchapter 6, and
applicable procedures established by the appropriate Chief Procurement Officer (“CPO”).

D. The Contractor has been identified as the responsible and responsive offeror
whose Proposal is the most advantageous for the Commission, taking into consideration price
and the evaluation factors set forth in the request.

E. The Commission is authorized to enter into this Contract pursuant to HRS Chapter
269, Part VII, '

Contract for Services.2009-03-03.doc
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AGREEMENT

NOW, THEREFORE, in consideration of the promises contained in this Contract, the
Commission and the Contractor agree as follows:

I. Definitions. The following italicized and initially capitalized words and phrases
shall have the following meanings in constructing this Contract:

A,

Commission or PUC means the Hawaii State Public Utilities Commission,
as defined under HRS § 269-2.

Consumer Advocate means the Hawaii State Division of Consumer
Advocacy, Department of Commerce and Consumer Affairs, as defined
under HRS § 269-52.

Contract means this State Contract for Services and all Attachments
hereto, as all may be amended from time to time.

Contract Manager means the person or entity selected and retained by the
Commission, to manage, monitor and enforce this Contract on behalf of
and pursuant to the instructions of the State.

Contractor means Science Applications International Corporation or
SAIC.

Contractor PBF Funds means the portion of the PBF Funds that are
available to the Contractor to perform the Work under this Agreement.
The Contractor PBF Funds for a calendar year are comprised of the total
PBF Funds approved for collection (not including any true-up from
over/under collections of the PBF from prior years) by the Fiscal Agent
for that calendar year plus any Stare-approved carry over of unspent PBF
Funds from prior calendar years less the following deductions:

* Monitoring and Evaluation costs;
Contract Manager fees;
Fiscal Agent fees;
Fiscal Agent audit fees;

Customized Software means any computer software that is not readily
available for purchase and that is modified, developed, and/or written by
the Contractor or its subcontractor(s) specifically for the purpose of
performing the Wortk.

Customer Energy Efficiency Incentives means program implementation
costs that directly benefit a Program participant and which result in
energy savings. They may include but are not limited to financial
incentives or rebates to deliver energy efficiency products, projects,

Contract for Services.2009-03-03.doc
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energy improvement services and practices, and equipment buy-downs to
or for end-use electric customers

Fiscal Agent means the person or entity selected and retained by the
Commission to receive the PBF Funds from utility companies, those funds
having been paid to utility companies by electricity consumers in Hawaii
for the provision of statewide efficiency services as directed by
Commission order or rule (such services to be implemented by the
Contractor), and to disburse those funds under the direction of the
Commission.

HAR means Hawaii Administrative Rules.

HECO means Hawaiian Electric Company, Inc. HECO is a Hawaii
corporation and a public utility as defined by HRS § 269-1. HECO was
initially organized under the laws of the Kingdom of Hawaii on or about
October 13, 1891. HECO is engaged in the production, purchase,
transmission, distribution, and sale of electricity on the island of Oahu in
the State of Hawaii.

HECQO Companies or HECQ Utilities means HECOQ, HELCO, and
MECO.

HECO Companles’ service territory means the islands of Oahu, Hawaii,
Maui, Molokai and Lanai, which are serviced by the HECO Companies.

HELCO means Hawaii Electric Light Company, Inc. HELCO is a Hawaii
corporation and a public utility as defined by HRS § 269-1. HELCO was
initially organized under the laws of the Republic of Hawaii on or about
December 5, 1895. HELCO is engaged in the production, purchase,
transmission, distribution, and sale of electricity on the island of Hawaii in
the State of Hawaii.

HRS means Hawaii Revised Statutes.

Market Actor means a person, business or organization that affects the
market availability and implementation of energy efficient technologies,
products, practices and designs, including, but not limited to, design
professionals, contractors, retailers, suppliers, manufacturers, associations
and institutions.

MECO means Maui Electric Company, Ltd. MECO is a Hawaii
corporation and a public utility as defined by HRS § 269-1. MECO was
initially organized under the laws of the Territory of Hawaii on or about
April 28, 1921. MECO is engaged in the production, purchase,
transmission, distribution, and sale of electricity on the island of Maui; the

Contract for Services.2009-03-03.doc
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production, transmission, distribution, and sale of electricity on the island
of Molokai, and the production, distribution, and sale of electricity on the
island of Lanai.

Performance Incentives means the payment to the Contractor that is
based on Contracfor performance in achieving the Commission’s
objectives and successfully delivering the strategies and initiatives
described in the Scope of Work and Attachment C.

PBF means the Public Benefits Fee, which is collected as a charge to
electric utility customers for the support of energy efficiency programs
pursuant to Chapter 269, Part VII, HRS (§§269-121-124).

PBF Funds means all funds collected via the PBF.

Program means Hawaii Energy Efficiency Program (HEEP), which
includes the third-party administered energy efficiency programs in the
HECO Companies’ service territory, under HRS Chapter 269, Part VIL.

Program Administrator means the third-party administrator of the energy
efficiency programs in the HECO Companies’ service territory that is
selected by the Commission under HRS Chapter 269, Part VII.

Program Evaluator means the entity or entities to be selected by the
Commission to perform independent Measurement and Verification
functions for the Program. -

Proposal means the bid dated November 10, 2008, submitted by the
Contractor in response to the State 's Request for Proposals No. RFP-
PUC-09-03 and Appendices released September 18, 2008.

RFP means the State 's Request for Proposals No. RFP-PUC-09-03 and
Appendices released September 18, 2008.

State means the State of Hawaii including its agencies, departments, and
boards.

Summer Peak Demand means the sum across all measures of the energy
savings occurring between the hours of Spm and 9pm during the months
of August through November divided by the number of hours in that
period. Peak is based on units installed in each year, regardless of the
actual date of installation.

Technical Advisory Group or TAG means an advisory group made up of

representatives from the Program Administrator, the Consumer Advocate,
the HECO Companies, the Contract Manager, and other interested energy

Contract for Services.2009-03-03.doc



CA HEARING EXHIBIT 1
Docket No. 2008-0083
Page 6 of 86

efficiency stakeholders as designated by the Commission Chairman. The
Technical Advisory Group will advise the Contract Manager conceming
evaluation plans for the portfolio of energy efficiency programs, review
evaluation studies, review and provide input on Technical Reference
Manual and Evaluation, Measurement, and Verification (EM&V)
protocols used to measure and verify program impacts, and provide input
on EM&YV issues as needed.

CC. Technical Reference Manual or TRM means the TRM Master and the
TRM Users” Manual which provide the technical description of all
prescriptive and some custom energy efficiency measures.

DD, Work means the functions, duties, and activities set forth in the Scope of
Work identified in Attachment A.

2. Scope of Services. The Contractor shall, in a proper and satisfactory manner as
determined by the Commission, provide all the services set forth in the RFP and the Proposal,
and as more particularly described in Attachment A Scope of Work, attached to and made a part
of this Contract. -

3. Compensation. The Contractor shall be compensated and reimbursed for
Program Administration services and expenses performed under this Contract in a total amount
not to exceed $11,791,365.00, including approved costs incurred and taxes, at the time and in the
manner set forth in the RFP and Confractor's Proposal, and as more particularly described in
Attachment B Compensation, Payment and Performance Provisions, attached to and made a part
of this Conrtract. The Contractor will be separately reimbursed for actual payments made to
Program participants strictly on cost pass through basis with no additional markup. The
Customer Energy Efficiency Incentives, which are estimated to be $26,629,103.00, are not
included in the Program Administration set forth above, but are in addition to the Program
Administration budget. Therefore, the total budget for services performed and reimbursement
for energy efficiency incentives is $38,420,468.00.

4. Time of Performance. The services required of the Contractor under this
Contract shall be performed and completed as provided in Attachment K Time of Performance,
attached to and made a part of this Contract.

5. Standards of Conduct Declaration. The Standards of Conduct Declaration of the
Contractor is attached to and made a part of this Contract as Attachment M.

6. Other Terms and Conditions. General Conditions are attached to and made a part
of this Contract as Attachment I. Special Conditions are attached to and made a part of this
Contract as Attachment J. In the event of a conflict between the General Conditions and the
Special Conditions, the Special Conditions shall control. In the event of a conflict among the
documents, the order of precedence shall be as follows: (1) this Contract, including all
attachments and any amendments (other than the RFP and the Proposal); (2) the RFP, including
all attachments and addenda; and (3) the Proposal.

Contract for Services.2009-03-03.doc
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7. Notices. Any written notice required to be given by a party to this Contract shall
be (a) delivered personally, or (b) sent by United States first class mail, postage prepaid. Notice
to the Commission shall be sent to the HOPA'S address indicated in the Contract. Notice to the
Contractor shall be sent to the Contractor s address indicated in the Contract. A notice shall be
deemed to have been received three (3) days after mailing or at the time of actual receipt,
whichever is earlier. The Contractor is responsible for notifying the Commission in writing of
any change of address.

8. Entire Agreement. This Contract sets forth all of the agreements, conditions,
understandings, promises, warranties, and representations between the Commission and the
Contractor relative to this Contract. This Contract supersedes all prior agreements, conditions,
understandings, promises, warranties, and representations, which shall have no further force or
effect.  There are no agreements, conditions, understandings, promises, warranti¢s, or
representations, oral or written, express or implied, between the Commission and the Contractor
other than as set forth or as referred to herein. Accordingly, the entire Contract consists of the
following:

9. Counterparts. This Contract may be executed in one or more counterparts, each
9f which shall be deemed to be an original, but all of which shall constitute one and the same
Instrument,

10.  Attachments attached to and made a part of this Contract:

Scope of Setvices

Compensation, Payment, and Performance Provisions
Performance Incentive Mechanism

Calculation of Total Cap

Estimated Contractor Funds

Budget

List of Key Personnel

= € 7 o 6 B o>

Distribution List for Reports and Other information Sharing Documents

General Conditions

ot

Special Conditions
Time of Performance

Contractor’s Acknowiedgement

z & ®

Contractor's Standards of Conduct Declaration

Contract for Services.2009-03-03.doc
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Work Plan

Request for Proposals No. RFP-PUC-09-03 dated September 18, 2008 and
Responses to Written Questions dated October 10, 2008

P. Contractor's Proposal dated November 10, 2008, as clarified by statements
received on December 8, 2008 and incorporated by reference.

IN VIEW OF THE ABOVE, the parties execute this Contract by their signatures, on the
dates below, to be effective as of the date first above written.

Commission z / 2

(Sgrature)
Carlito P. Caliboso

(Print Name)

Chairman
(Print Tiile}

March /&, 2009

Contractor

SCIENCE APPLICATH RNAmoﬁPORATION
{Name of {Co) /
{Signa
ﬂ” J?’@e woA” T DONVE

COMNTRPCT MaAvAGER ™
(Prini Titls)
March <3, 2009
APPROVED AS TO FORM:

Rawdald S Ardiiqauna

Deputy Attorney General
Evidence of authority of the CONTRACTOR'’S representative to sign this Contract for the CONTRACTOR must be attached.

Contract for Services.2009-03-03.doc
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ATTACHMENT A
SCOPE OF WORK

This Attachment provides the scope of work that the Contractor will perform. Contractor shall
perform the following duties and functions established by the Commission in the manner
described below. Contractor shall be subject to Commission and Contract Manager oversight
and control in the performance of the duties and functions set forth in this Attachment.

Introduction
The Contractor shall exercise substantial responsibility and initiative to ensure that the
following State energy efficiency policies and objectives are accomplished: (1) achieve the
maximum magnitude of societal net benefits while acquiring comprehensive cost-effective
electric efficiency savings; (2) respond appropriately to markets in order to increase the level
of and comprehensiveness of energy efficiency services to ratepayers; (3) effectively capture
potential “lost opportunity” markets; and (4) provide a standard level of service to all
customer classes and in each of the HECO Companies ' service territories.

The Contractor shall also interact with members of the public and numerous other
organizations including Commission and other State Agencies, the Hawaii electric utilities,
the Hawaii Legislature, and national, regional, and local energy efficiency organizations, as
appropriate or as may be directed by Commission.

The specific duties to be performed by the Contractor are grouped into two major tasks and
are described in detail in the remaining two sections of this Attachment; (1) Administration,
and (2) Services and Initiatives. This Attachment includes references to specific portions of
the RFP, (Attachment O) when appropriate.

I. Administration
The Contractor is responsible for the maintenance, ongoing development and monitoring of
its own management and operational systems, including: (1) general project management; (2)
budgeting; (3) financial management; (4) contract management; (5) dispute resolution; and
(6) information technology system management and data collection. The Contractor shall
maintain and enhance as it deems appropriate a management reporting system that enables its
management to ensure proper control over its operational activities and strategic direction
and facilitates the preparation of required reports and evaluation of its performance as the
Program Administrator.

A. Budgeting

The Contractor shall develop, monitor and manage the overall budget for its operation.
For the initial period beginning, March 3, 2009 through June 30, 2011, the Contractor
shall manage the budget for two program years (as detailed in Attachment F) as a budget.
Thereafter, each Program Year begins on July 1 and ends on June 30. In order to plan,
manage and report on progress over the course of the Conrract, the Contractor will also
develop, and may revise over time, its best estimated forecasts of costs expected to be
incurred in each quarter and each year of the contract. Such cost forecasts shall not be

A-l
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subject to Commission approval and will be submitted to the Commission only to provide
the Commission with detailed information on the Contractor’s progress and ongoing
expected costs. As part of Contractor’s Annual Plan pursuant to Paragraph I1.B, below,
the Contractor shall submit the latest available costs for the current year and provide an
updated forecast of future annual costs for the balance of the contract. Budget and
forecast categories and the detail of breakdown shall be, at a minimum, the same as those
used in the budget set forth in Attachment F.

. Financial Management

The Contractor shall maintain the necessary budgeting, invoicing, expenditure approval,
payroll, and financial accounting systems to review, approve, and track budgets, invoices
and payments associated with carrying out this Scope of Work. The Contractor shall
maintain financial and accounting records consistent with sections 2.2.2 of the RFP and
with Generally Accepted Accounting Principles consistently applied.

. Contract Management

The Contractor shall solicit, hire and/or contract with all necessary staff and
subcontractors to effectively perform the Work. The Contractor shall maintain the
administrative capability to manage these resources, ensure the completion of each task
and sub-task effectively, and ensure that subcontractors are compensated in a timely
manner.

. Dispute Resolution Process

In conjunction with the Contract Manager, the Contractor shall maintain protocols
acceptable to the Contract Manager for addressing and resolving complaints concerning
performance of its responsibilities from customers and stakeholders such as electric
utilities, subcontractors, and Market Actors.

. Information Technology, Data Collection, Reporting

The Contractor shall maintain and, as it deems necessary or appropriate, enhance an
information management system that meets the specifications, reporting and monitoring
tasks outlined in sections 2.2.5 of the RFP. Information in this system shall include, but
not be limited to, tracking data on customers, market actors, service activity, projects,
measures, costs and savings. The system shall continue to have the ability to produce ad
hoc reports for occasional information requests from the Commission, Program
Evaluator and the Contract Manager.

1. Manage Customer-Specific and Competitively-Sensitive Information
The Contractor shall develop a Confidential Information Management System. The
purpose of this system is to provide appropriate protections in the collection,
processing, storage and retrieval of information that is customer-specific or could
otherwise provide an unfair competitive advantage to an entity delivering services
outside of the energy efficiency services approved by the Commission for Program
implementation. The Contractor shall be responsible for managing this system.
When appropriate the Contractor shall be responsible for providing customer-specific

A-2
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and competitively-sensitive information to its employees, subcontractors, regulators,
and the HECO Companies. Any subcontractors given such information shail also
protect its confidentiality and shall agree in their contract(s) with the Contractor (1)
to abide by the guidelines detailed in the Confidential Information Management
System referenced above, and (2) not to provide any confidential information to
affiliates not directly involved with Program activities. Detailed policy and
procedures for maintaining and operating the Confidential Information Management
System shall be submitted in writing to the Contract Manager for approval prior to
implementation.

. Data Collection

The Contractor shall collect and electronically compile data that are: (1) directly
related to its program implementation activities; (2) easily obtainable by the
Contractor as part of its routine implementation activities; and (3) needed to monitor,
assess, and evaluate its performance, to report on its activities, to improve the design
and delivery of services. Data from HECO Utilities, subcontractors and employees
shail be collected and stored electronically in a consistent format in the following
categories:

Customer/Client Data;

Customer Usage Data;

Measures and Services Data;

Market Actor Data;

HECO Utilities Account Data; and

Other Data for Market Assessment and Evaluation Purposes.

*® & o & & @

The Contractor shall make this information available to the Commission, and any
independent evaluation firms under contract to the Commission, subject to the
confidentiality procedures outlined in Paragraph L.E.1.

The Contractor shell coordinate, manage and secure all such data identified in the
above list that it needs to obtain from the HECO Companies. If the HECO
Companies are not responsive to a data request from the Contractor after a
reasonable period of time, then the Contractor may ask the Contract Manager to
resolve the dispute, or if unresolved, to bring the dispute to the attention of the
Commission.

The parties agree that this paragraph is not intended to require the Confractor to
secure data from the HECO Companies that fail to respond to such request for data.

. HECO Companies Planning and Ratemaking Support Data

The Contractor shall continue to gather particular data elements for use by the HECO
Companies for their own planning and ratemaking. The Contractor shall provide this
data in the same content and frequency as detailed in section 2.2.6.d of the RFP in
Attachment O. The information to be provided shall be limited to information

A-3
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created or maintained by the Contractor in the ordinary course of business, and the
Contractor shall not be obligated to create information specifically for a utility.

Data System Documentation/User's Manual

The Contractor shall maintain, and update as necessary, the documentation of the
Customized Software used for data tracking and reporting. The Contractor shall
provide the Contract Manager and the Commission with any substantive changes to
this data system documentation.

Required Reports

The Contractor shall prepare and submit Monthly, Quarterly and Annual Reports as
described below. The Contractor shall work with the Commission, the Program
Evaluator and Contract Manager to identify and assess changes that might better
satisfy the needs of the Commission, the Contract Manager, the Fiscal Agent, the
Program Evaluator, and the Technical Advisory Group and which may simplify or
clarify the presentation of information, or lower the costs of reporting. Proposed
changes shall be submitted to the Contract Manager for approval, who shall make a
determination about such changes with advice from the Commission and, as
appropriate, other interested parties.

a. Monthly Reports
The Contractor shall prepare and submit Monthly Reports to the Commission, the
Contract Manager, the Program Evaluator, and the Technical Advisory Group.
These reports shall include: (1) actual expenditures for administrative,
information technology and service delivery costs compared to the annual
component of the approved two-year budgets; (2) MWh savings estimated results;
end (3) Summer Peak kW savings estimated results.

b. Quarterly Reports
The Contractor shall prepare and submit Quarterly Reports to the Commission,
the Contract Manager, the Program Evaluator, and the Technical Advisory
Group. Quarterly Reports shall be submitted for the following time periods:

2009 Program Year:

e July 1,2009 through September 30, 2009
¢  October 1, 2009 through December 31, 2009
¢ January 1, 2010 through March 31, 2010

2010 Program Year:
e July 1, 2010 through September 30, 2010

e October 1, 2010 through December 31, 2010
* January 1, 2011 through March 31, 2011

Attachment A_Scope of Work 2009-03-03.doc.
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Given that an Annual Report will be submitted afier the end of each fiscal year,
an Annual Report will be submitted for the periods ending June 30, 2010, and
June 30, 2011 in lieu of a Quarterly Report.

Quarterly Reports shall include: (1) actual expenditures for administrative,
information technology, and service delivery costs compared to the annual
component of the approved two-year budgets; (2) committed customer incentive
payments as evidenced by a signed incentive contract that specifies that a future
incentive payment will be made to a Program customer for energy efficiency
measures; (3) report of progress made towards achieving savings targets, and
other agreed-upon indicators of performance; (4) a summary of activity highlights
for the quarter; and (5) a summary of any significant changes or anticipated
changes in implementation strategies and services.

Quarterly Reports shall also include information (when such information is made
available to the Contractor by Program customers) on the degree of leveraging
(including customer contributions and grant funds) achieved by the Contractor.

Annual Reports

The Contractor shall prepare and submit Annual Reports to the Commission, the
Contract Manager, the Program Evaluator, the Technical Advisory Group, and
the HECO Companies.

The Contractor shall submit an Annual Report for Program Years 2009 and 2010.

In order to meet the legislative deadline specified in Section 269-124(7), Hawaii
Revised Statutes, to produce a verified and independently audited program
summary before January 2, 2011, and every three years thereafter, an accelerated
process for producing the Legislative Annual Report for Program Year 2009 shall
be in accordance with the following schedule:
» The Contractor's 2009 savings claim shall be submitted by
September 1, 2010,
o The Commission, the Contract Manager, and the Program Evaluator will
complete the savings verification process by September 30, 2010.
e The 2009 Legislative Annual Report that includes any changes made as a
result of the savings verification process shall be submitted by
November 1, 2010.
For the purposes of determining Performance Incentives to be paid to Contractor,
the timeline referenced in Attachment C, Section IT1-A shall be followed.

Annual Reports shall include: (1) actual expenditures for administrative,
information technology and service delivery costs compared to the annual
component of the approved two-year budgets; (2) committed customer incentive
payments as evidenced by a signed incentive contract that specifies that a future
incentive payment will be made to a Program customer for energy efficiency

A-5
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measures; (3) a summary of progress and highlights for the year, including any
significant changes in strategies or services; (4) report of progress toward
achieving savings targets, and other agreed-upon indicators of performance; and
(5) the annual verified savings data.

Annual Reports shall also include information (when such information is made
available to the Contractor by Program customers) on the degree of leveraging
(such as customer contributions and grant funds) achieved by the Contractor.

In addition to the above, the Confractor shall publish and distribute materials that
summarize annual report results for public distribution. The format of these
materials shall be as mutually agreed-upon by the Contractor, and the Contract
Manager, in consultation with the Commission.

d. Reporting by Sector
For the purposes of the required reporting as detailed in this section the Business
Sector and the Residential Sector are defined as follows:

Business Sector
Business New Construction

Existing Business
e Commercial and Industrial Retrofit
¢ Commercial and Industrial Equipment Replacement

Residential Sector
Retail Efficient Products (rebates)
Residential New Construction
e Single Family New Construction
e Multifamily New Construction
Existing Homes
¢ Residential Retrofit
¢ Multifamily Retrofit

6. Information Requests
The Contractor shall respond in a mutually agreed upon time frame and complete
manner to any information requests regarding budgets, expenditures, savings, and
activities submitted by the Commission, the Contract Manager, the Fiscal Agent, the
Program Evaluator, and to reasonable requests from the Chairperson of the Technical
Advisory Group. :

Attachment A_Scope of Work 2009-03-03.doc.
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The Contractor shall also respond in a mutually agreed upon time frame and
complete manner to any information requests submitted by members of the Hawaii
Legislature or legislative staff, including providing legislative testimony on Program-
related activities or energy issues when requested. The Contractor may provide
legislative testimony on energy efficiency issues as the PBF Administrator. 1t is
anticipated that the Contractor may also provide legislative testimony on energy
efficiency and other issues in its cepacity as SAIC. In order to prevent confusion
regarding whether legislative testimony is being presented on behalf of the PBF
Administrator or on behalf of S4IC, the parties agree to the following guidelines:

Whenever the Contractor is requested to provide legislative testimony in its capacity
as the PBF Administrator it shall notify the Contract Manager. This notification
shall include the name of the Legislator or Legislative Committee requesting the
testimony, the date and time the testimony is scheduled, and the specific topic to be
discussed. Prior to the hearing, the Contractor shall provide the Commission and the
Contract Manager with a copy of any written materials specifically developed for,
and to be distributed at, any appearance;

Any person testifying at the legislature on behalf of SAIC or the PBF Administrator
shall state on the record at the beginning of his/her testimony which entity he/she is
representing;

Any person testifying at the legislature on behalf of the PBF Administrator or SAIC
shall not provide testimony that would, in the reasonable judgment of the Contract
Manager, diminish the Contractor's effectiveness as the PBF Administrator.

When providing a written response to a legislative inquiry, the Contractor shall
provide the Commission and the Contract Manager with a copy of the response.

Services and Initiatives

The Contractor shall manage, oversee, implement, and modify as necessary a range of
energy efficiency service offerings and activities to effectively operate the Program: (a)
as provided for in sections Two and Three of the RFP and in the Response; and (b) as
further specified in this Contract, including the specific performance goals specified in
Attachment C.

. Markets, Services and Initiatives

The Commission-established primary functions for the use of PBF Funds is to continue to
provide services and initiatives throughout the HECO Companies’ territory that address
the “Core Program™ markets. In fulfilling this function, Contractor shall continue to
provide Program services consistent with the minimum performance standards such that
the portfolio Total Resource Cost benefit ratio is greater than one in each Program Year.
Program equity should be achieved as described in Attachment C. — Performance
Incentive Mechanism.
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1. Core Services
The Response set forth “Core Programs” to be implemented by the Program
Administrator:
e Commercial and Industrial Programs
Residential Programs
Renewable Energy Program
A Low Income/Hard to Reach Program
Program Additions and Innovative Strategies

Throughout the term of this Contract, the Contractor will implement energy
efficiency services and activities that address all of these “Core Program™ markets.
Future changes to the Contractor’s organization of markets for service delivery
purposes will not affect the requirement that the Contractor continue to serve the
above “Core Program” markets, unless otherwise agreed to by the Commission.

At the start of this Contract the Contractor will address all the above “Core Program”
markets with the following market services and initiatives, as further delineated in
Section 2 and/or Appendix A of the Response:

Commercial and Industrial Programs

L. Commercial and Industrial Energy Efficiency (CIEE) Prescriptive
2. Commercial and Industrial New Construction (CINC)

3 Commercial and Industrial Customized Rebate (CICR)

Residential Programs
Residential Water Heater Program (REWH)

i.
2. Residential New Construction (RNC)
3. Energy Solutions for the Home (ESH)

Renewable Ener
1. Photovoltaic Rebate Program

Low Income/Hard 10 Reach Program

l. Residential Low Income Program
2. Renters of Individually Metered Housing Units

3. Master-Metered Low-Rise, Multi-Family Housing

Program Additions and Innovative Strategies

Commercial Retro-Commissioning

Home Audit and Tune-Up

Residential and Small Business Low Interest Financing
Photovoltaic Rebate Program

Green Buildings Programs

Community Pilot Project

Custom Project RFP Program

Al ol ol e
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8. Service Buy-Down Program

9. Performance Contract Buy-Down Program

10.  Other Program additions as may be specifically proposed by Contractor
and approved by the Commission

As part of these services and initiatives, the Contractor may implement certain major
innovations identified in the Response, specifically including:

1. Commercial Retro-Commissioning. Contractor shall design and deliver a
retro-commissioning program in the first year through which trained HVAC
contractors will provide tune-ups and offer low-cost upgrades to systems to
improve the overall operating efficiency of energy using systems in a variety of
commercial building types.

2. Home Audit and Tune-Up. Contractor may ultimately offer the proposed
audit component of the current residential programs as a stand-alone offering. The
intent of the program would be to provide homeowners with the holistic
information that they need to make decisions and prioritize energy capital
improvements that impact home energy use.

3. Residential and Small Business Low Interest Financing. As described in the
Proposal, the Contractor will explore low-interest financing to help homeowners
finance energy improvements and renewable energy installations, potentially
through its partnerships with Bostonia and other financial institutions.

4. Photovoltaic Rebate Program. The PV Rebate program will be designed and
analyzed for inclusion with the Program with a goal of having a full program
available during Program Year 2011.

5. Green Buildings Programs. Contractor shall include green and sustainable
design features into its new construction programs for both residential and
commercial buildings.

6. Community Pilot Project. As described in the Response, this program will
provide an innovative approach to program delivery and outreach by engaging
entire communities in neighborhood energy efficiency.

7. Custom Project RFP Program. Contractor shall solicit special and unique
opportunities that do not readily fall with the scope of other programs.

8. Service Buy-Down Program to provide incentives that reduce the cost of
energy efficiency services such as air-conditioner tune-ups, compressed air leak
surveys, etc.

9. Performance Contract Buy-Down Program to provide incentives to
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encourage the participation of third-parties in the implementation of energy
projects on a savings-based performance contract.

The Contractor will continue to make enhancements to market strategies, offerings
and initiatives based on new information, new opportunities, and the lessons of
experience. The Contractor shall inform the Contract Manager and the Commission
of any substantive changes to services and initiatives, including a description of the
change and the proposed effective date of the change.

2. Geographic and Customer Equity
Pursuant to budget estimates provided in the Response, Contractor shall allocate
Program incentives across the HECO, HELCO and MECO utility service territories
in an equitable fashion with a goal of providing net resource benefits commensurate
with contributions to the PBF from each Island or utility service territory as described
further in Section [11.G of Attachment C.

It is expected that Contractor's geographically-targeted activities may include
expansions of, or enhancements to, services and initiatives offered statewide, as well
as new services and initiatives offered only in the designated areas. It is anticipated
that the enhanced or additional services offered by Contractor may differ among
areas.

Successful implementation of geographic targeting will require increased
coordination between Contractor and affected utilities. Contractor shall provide an
estimate of the amount of energy efficiency savings that can be achieved in each
Island that the affected utilities can use in their planning efforts. In addition,
Contractor shall work with the electric utilities and the Program Evaluator to ensure
the collection of appropriate information necessary to adequately evaluate the
geographic targeting efforts.

In addition to geographic equity described above, Contractor shall design and
implement programs such that program benefits accrue to each customer class
relative to its contribution to the PBF.

B. Annyal Plan
The Contractor shall prepare and submit an Annual Plan for Program Year 2009 by May
1, 2009 and 2 months prior to each subsequent Program Year. However, the Contractor
shall not be required to prepare an Annual Plan for subsequent Program Years if the
Contract is not renewed as provided for in Attachment K of this Contract.

In this Plan, the Contractor shall summarize market intervention strategies, service
offerings, markets initiatives and other planned implementation activities for the year or
years covered by the Plan. These components shall be presented as part of an integrated
market strategy for each of the two primary market sectors: Business and Residential.
These plans shall be developed in consultation with the Program Evaluator and the
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. Technical Advisory Group. In developing these Annual Plans, the Contractor shall also
make full use of the following information:

¢ Reports from the Program market assessment and evaluation activities
undertaken by the Program Evaluator, _

o The Contractor's formal Quality Assurance system (including participant
satisfaction/feedback records);

o Feedback from subcontractors;

Ongoing, informal feedback from individual participants;

o Ongoing solicited and unsolicited input from business, professional and trade
associations, trade allies, and other groups with which the Contractor interacts
over the year; and

e The Contractor's knowledge of regional and national information regarding
energy efficiency technologies and opportunities, program experience and
evaluation results.

C. Manage Program Staff and Subcontractors
The Contractor shall solicit, select, hire and oversee employees and subcontractors to
perform the Work, and develop methods for managing their performance and
compensation. The Contractor shall strive to bring in industry-specific and technology-
specific specialized expertise on an as-needed basis to provide the appropriate level of
energy efficiency technicel assistance to Program business customers. The Contractor
shall review, approve if appropriate, and pay subcontractor and Program expenses in a

. timely manner.

D. Quality Assurance
The Contractor shall maintain quality assurance standards and procedures, to be set forth
by the Contractor in a written Quality Assurance Plan, copies of which shall be provided
to the Commission, the Contract Manager and the Program Evaluator. The Contractor
shall ensure that both direct employees and subcontractors apply the quality assurance
standards and methods set forth in the Quality Assurance Plan. Any substantive changes
to the Quality Assurance Plan shall be provided to the Commission, the Contract
Manager and the Program Evaluator. The Quality Assurance Plan shall include the
dates for submission of Quality Assurance Reports.

E. Coordinate With Other Energy Efficiency Activities
The Contractor shall coordinate its Program activities with those of state, regional and
national energy efficiency efforts, including the U.S. Department of Energy/
Environmental Protection Agency Energy Star Program. Other state, regional or national
initiatives or organizations may emerge in the future; the Contractor shall be expected to
evaluate the potential benefits of those efforts and coordinate with and participate in them
in a manner that is consistent with the Program’s mission and the State’s policy
objectives for energy efficiency.

F. Coordinate With HECO Companies
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The Contractor shal! coordinate on energy efficiency related programs implemented by
HECQO Companies on their own behalf (e.g., direct load control programs provided by an
electric utility in its own service territory, or geographically-targeted efforts as the
Commission may determine are necessary to ensure least-cost planning objectives are
carried out.} The Contractor shall also coordinate with HECO Companies to determine
whether power quality and power factor may be affected in situations in which the
application of programs or program technologies might have a significant material impact
on the integrity of a distribution or transmission utility’s transmission and distribution
system or a customer's facility. If problems are identified, the Contractor shall cooperate
with the affected utility or customer or both to resolve the problem.

Working With and Through Hawaii Product and Service Providers

To both achieve resource acquisition and accomplish the Commission’s market
transformation goals, the Contractor shall work with and through Hawaii providers of -
efficiency-related products and services, including design professionals (architects,
engineers and designers), energy service providers, contractors, retailers, distributors,
suppliers and manufacturers. The Contractor shall strive to affect critical decision points
in the supply chain that impact energy efficiency decisions in the marketplace by
providing targeted, strategic support to these Market Actors, including, but not limited to:

Training and education to build efficiency-related skills and knowledge;
Project-specific technical assistance;

Provision of software, design guides, manuals and other technical resources;
Promotion to consumers of the products and services offered by these
providers; and

¢ Financial incentives to these providers to overcome specific market barriers.

In carrying out this work the Contractor shall seek to expand the availability of energy
efficiency products and services available from Hawaii providers and seek to increase the
standard-practice levels of efficiency in these products and services.

Installation of Energy Efficiency Measures

The Contractor shall promote, utilize and support the development of the broad network
of Hawaii businesses to provide for the instailation of energy efficiency measures. The
Contractor will rely on this network of building, electrical, mechanical, HVAC, and
other contractors to provide and install energy efficiency measures to the maximum
extent feasible. The Contractor's employees shall only engage in the direct provision of
efficiency measures to Program customers under certain circumstances, as described
further below and in Item O.

The circumstances where it may be appropriate for the Contractor’s employees to
directly provide or install efficiency measures are limited situations where relying on
other providers would not be feasible or as cost-effective. This can occur when other
providers do not or can not provide certain services or where there are critical cost
savings by providing direct installation of certain measures through concurrent delivery
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with other program services provided by the Contractor. For example, the Contractor’s
employees may provide installation.of directly installed screw-in compact fluorescent
bulbs and other low-cost measures in both single family homes and multifamily
buildings. Such minor measure installations may not be cost-effective to deliveras a
stand-alone service by an independent business, but can be cost-effective when installed
by the Contractor’s employees while they were already on-site performing other
Program-related services (e.g. inspections, customer service, etc.). Such direct
installation of energy efficiency measures by the Contractor’s employees shall not
exceed, without prior Commission approval, 10% of its total energy efficiency incentive
budget.

For the purposes of this clause, all Program subcontractors, such as the Hawaii low-
income weatherization agencies that are providing Program services (including
installation of measures) to low income households under subcontract with the
Contractor, shall be considered to be independent businesses, not subject to the
limitations on the Contractor contained in this clause.

Consumer Marketing, Public Information, and Education

As detailed in Section 6 of the Response, the Contractor shall implement marketing,
public education and consumer information activities as part of a strategy to (1) promote
customer participation in and market awareness of Program services, (2} increase
consumer awareness and understanding of the benefits of energy efficiency, (3) increase
consumer demand for energy efficient products and services, and (4) affect consumer
decision-making in consumer-driven energy efficiency choices. At a minimum, the
Contractor will provide: (1) a toll-free number; (2) a web page describing services
available to customers; (3) effective customer response and referral procedures; and (4) a
system for tracking, addressing and resolving customer complaints promptly.

The Contractor shall also develop and implement energy education and technical training
services and initiatives, including cooperative activities with Hawaii educational
institutions, vocational training, and continuing education.

All marketing materials shall contain a reference to its funding source as Hawaii
Ratepayer funds, specifically the following or other similar language as approved by the
Contract Manager:

Hawaii consumers are not obligated to purchase any full-fee service or other
service not funded by this program. This program is funded by Hawaii utility
ratepayers under the auspices of the Hawaii Public Utilities Commission.

Develop Independent Funding Sources

The Contractor shall, to the best of its ability, develop and facilitate the development of,
independent energy efficiency funding mechanisms that leverage non-Program funds
(such as grant and federal funds). The Contractor shall develop and implement
mechanisms to help overcome lack of customer access to financing for efficiency
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investments so that customer contributions to measure costs can be maximized consistent
with the Commission’s principles of sound program design.

Cost-Effectiveness Screening

When assessing the cost-effectiveness of efficiency measures, the Contractor shall utilize
the current Total Resource Cost Test as approved by the Commission. The Contractor
shall use statewide cost-effectiveness screening tools provided by the Commission in its
planning and implementation activities.

The Contractor shall keep current documentation on all measure and program

~assumptions. Changes to existing measure characterizations and program assumptions,

and all assumptions for new measures and programs, shall be coordinated with the
Contract Administrator. All changes shall be documented in the Technical Reference
Manual, including the basis for the new assumption. The Contractor shall provide the
Technical Reference Manual to the Commission, Consumer Advocate and the Contract
Manager, six (6) months after the Contract start date and annually thereafier. The
Contractor shall provide on an ongoing basis any substantive chahges in the TRM to the
Commission, Consumer Advocate and the Contract Manager.

Support for Resource Planning, Market Assessment and Evaluation Activities

The Contractor has primary responsibility, unless otherwise directed by the Commission,
for determining whether and to what extent it wilt collect, compile, and assess
information on: (1) the characteristics and current status of markets targeted by current
strategies and markets that are potential targets for new strategies and service offerings;
and (2) new technologies and market intervention strategies. This information may
include changes or expected changes in these markets, opportunities for emerging energy
efficiency technologies and practices, and the status and progress of PBF-funded
programs in capturing the potential for cost-effective energy savings. The Contractor’s
tesponsibilities with respect to collecting information related to market transformation
effects shall be limited to data about its efforts (e.g., the Contractor will collect
information about its installations, but is not responsible, for example, for collecting
information about awareness of new energy efficient technologies among Hawaii
residents).

The Contractor shall provide data and information collected under this Paragraph and
Paragraph 1.E.2 of this Attachment to support the Commission’s demand-side
management resource planning and evaluation activities, in particular: (1) the
Commission’s obligation to conduct Program evaluation; and (2) the Commission’s
evaluation of the Contractor’s performance, market conditions, and available demand-
side management potential. The Contractor shall also cooperate to the best of its ability
and within its budget constraints in the identification and prioritization of information
needs, the exchange of information, and the timing of Work products with the
Commission, the Contract Manager, and Program Evaluator staff as necessary to
effectuate strategic planning, multi-year program planning and budgeting, market
assessment, and program evaluation.
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M. Applied Research, Development and Demonstration
Contractor may, at its own discretion and in coordination with the Commission, conduct
such applied research, development and demonstration efforts as it deems appropriate to
improve its performance and effectiveness in attaining the Commission’s objectives for
the Program, in the current and/or subsequent contract periods.

N. HECO Companies’ Utility Planning
The HECO Companies may request the services of the Program in certain cases for
implementation of their obligations for energy efficiency services, including particular
strategic direct load control programs. In the event of such a request the Contractor
would be required to enter a bid, and, if selected, act as a contractor directly to the
electric utility to deliver services provided such efforts will not substantially detract from
Contractor’s ability to deliver its core services pursuant to this Contract. The Contractor
shall receive compensation directly from the requesting utility for the development of its
proposal to perform these services, and separate compensation from utilities for any
services so provided under the terms of such contracts.

Any disputes between the Contractor and eny electric utility regarding utility planning as
detailed in this paragraph shall be mediated by the Contract Manager. !f the Contract
Manager is not able to assist in the successful settiement of such a dispute, then the
dispute shall be submitted to the Commission for a final and binding decision. The

. Contractor is hereby required to ensure that any such contract between the Contractor
and the electric utility shall provide for such dispute resolution by the Commission.

O. Participation in Commission Proceedings Implementing any Changes to the
Program
Contractor shall provide reasonable support and input to the Commission in Commission
proceedings implementing any changes to the Program. This support and input may
include, but is not necessarily limited to, providing written comments on the effects of
issues and options under consideration on the Program’s operations, providing data from
the Program’s IT system, developing analytical tools based on Contractor’s experience
delivering energy efficiency services, and responding to filings made by other
participants in the proceedings.

If the Commission would like Contractor to provide a significant amount of support, the
Commission will discuss with Contractor the effects of such a request on Contractor’s
ability to perform its other duties under this Contract.

P. Transition
If the Program Administrator role is terminated or transferred to another entity on any
future date, the Contractor shall use best efforts to cooperate in all reasonable ways with,
and assist, any such transition process so as to best effectuate the transition. This
obligation shall include, without limitation, the sharing and transfer of data, and the
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transfer, via licensing agreement, of Customized Software in accordance with Attachment
J — Special Conditions, paragraph 25.

As requested by the Commission, the Contractor shall provide any information collected
in its ordinary course of business for the Commission’s use in developing future request
for proposals for Program services or for use in determining the amount of the PBF.

. Work to be Performed After June 30, 2013.
The only Work that the Contractor will perform after June 30, 2013 shall be:
o The production of the monthly report for Program Year 2012 (as described in
Paragraph [.E.6.a, above);
¢ The production of the 2012 savings claim (as described in Paragraph V.A.1 of
Attachment C);
The 2012 savings verification (as described in Paragraph V.A.1 of Attachment C);
The production of the 2012 Annual Report (as described in Paragraph 1.E.6.c,
above); and
¢ Transition assistance if the Contractor is not chosen to continue to operate the
Program after June 30, 2013 (as described in Paragraph 11.Q, above).
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ATTACHMENT B
COMPENSATION, PAYMENT AND PERFORMANCE PROVISIONS
2009-2010 Program Years

Contractor shall be compensated by the State through the Commission for satisfactory
performance of this Contract as follows:

1.

Total Compensation

The total compensation amount for all eligible costs, expenses and performance
incentives under this Confract may not exceed the maximum amount set forth in
Paragraph 3 of the Contract for Services section of this Contract with the following
exception:

Should additional funding become available through federal, state or other sources, or if
the Commission or Program Administrator is required to perform additional programs or
functions by changes in federal or state law in areas currently covered by HRS Chapter
269, Part V11, the Commission and Contractor may, by mutual agreement, modify this
Contract to accommodate those changes in requirements, funding, or both. Such
modifications may include necessary changes to the scope of work (Attachment A),
compensation (Attachment B), performance incentives (Attachment C), the budget
(Attachment F), and other portions as agreed upon by the Commission and the
Contractor. Any modification of the Contract under this clause will be subject to the
modification provisions in the General Conditions (Attachment I, paragraph 19), and
Special Conditions (Attachment J, paragraphs 15, 16, and 17} of this Contract.

Should carry over funds be available and approved for the subsequent program year, the
amount of compensation will be increased accordingly.

For the petiod beginning March 3, 2009 through June 30, 2011 it is agreed that the
Contractor will manage the budget for this Contract as a single budget for two program
years, plus a transition period. However, in any single calendar year, the Contractor shall
not actually be paid more then the total Contractor PBF Funds available for that year.

For the period beginning March 3, 2009 through June 30, 2011 this Contract shall
include a budget sub-divided into the following categories: Business; Residential;
General Administration (as defined in Paragraph 5 below), Information Technology and
Customer Energy Efficiency Incentives.

Any PBF Funds not expended during a fiscal year may be carried over to the subsequent
year of this Contract pursuant to the terms of Paragraph 9 of this Attachment.

Eligible Costs and Expenses

(a)  The Commission will pay Contractor on a “time and materials” basis for labor
expended and costs and expenses incurred, as hereinafter described. Contractor will
use good faith efforts to complete the Work within the estimated price (“Estimated
Price”) set forth in the Total Compensation limitation detailed in Paragraph 3 of the
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. Contract for Services section of this Contract, but does not guarantee that the Work can
be delivered within the Estimated Price.

(b)  The Commission shall pay to Contractor for labor expended in performing the
Work an amount computed by multiplying the applicable hourly billing rates set
forth for key personnel and other staff below and in Exhibits 4-2 and 4.9 of the
Proposal by the number of hours worked. Fractional parts of an hour shall be
payable on a prorated basis.
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(c)  Inaddition to paying for labor expended, the Commission shall reimburse
Contractor for the cost of all goods and materials purchased exclusively for use in
performing the Work, as well as for reasonable travel expenses and miscellaneous out-of-
pocket expenses incurred in performing the Work. These other direct costs will be billed
at actual cost plus a 10% material handling fee.

(d)  The Commission shall have no obligation to pay Contractor more than the

Estimated Price. Contractor shalt have no obligation to provide labor or inicur costs or

expenses having a combined value more than the Estimated Price, even if the Services
. have not been completed or the Deliverables delivered, or the results desired by
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Commission have not been achieved. The parties may, by mutual written agreement,
increase the Estimated Price in accordance with Paragraphs | and 9.

Failure of the Fiscal Agent to pay an approved Contractor invoice on a timely basis due
to the lack of available funds shall not constitute an acceptable basis on which the
Contractor may terminate this Contract; however, a material failure of this type may (if
of such magnitude and duration as to impede or prevent expected operations) constitute
grounds for modification or reduction of Contractor's energy efficiency activities and
obligations, including performance goals (but only to the extent directly required by such
delay or failure of payment).

Notwithstanding the above, all eligible costs, expenses and fees paid to the Contractor
are subject to the Total Compensation limitation detailed in Paragraph 3 of the Contract
Jor Services section of this Contract.

Except as noted under Item 1-above, if Commission action or inaction results in non-
receipt of payment to Contractor for the total amount of the invoice within thirty (30)
days of such invoice, Contractor is entitled to interest from the Commission on the
principal amount remaining unpaid at a rate equal to the prime rate for each calendar
quarter plus two per cent, commencing on the thirtieth day following receipt of the
statement and ending on the date of the check. As used in this subsection, "prime rate"
means the prime rate as posted in the Wall Street Journal on the first business day of the
month preceding the calendar quarter.

Limitation on Recovery of General Administrative Costs

General Administrative Costs shall include, but not be limited to, the following tasks:
budgeting and financial management; contract management; data collection and
reporting; and support for resource planning and internal program evaluation activities.
Administrative costs associated with serving an individual core market shall be included
in the budget allocation for that core market and are not considered General '
Administrative Costs for the purposes of this paragraph.

For the period beginning March 3, 2009 through June 30, 2011, compensation for such
General Administrative Costs identified in Attachment F, shall not exceed $2,869,864
unless Conrractor is granted prior written approval from the Commission to exceed this
limit.

Limitation on Recovery of Information Technology Costs

The Contractor shall provide the information technology services as set forth in the

Work. For the period beginning March 3, 2009 through June 30, 2011 compensation for .
such information technology costs identified in Attachment F shall not exceed $278,238
unless Contractor is granted prior written approval from the Commission to exceed this
limit.
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Contractor Contribution To Transition Costs

During the initial “ramp up” period beginning March 3, 2009 through June 30, 2009,
Contractor is providing a start-up cost contribution for transition costs in the amount of
$200,000. It is anticipated that four monthly invoices will be submitted during this
period and therefore $50,000 will deducted from the total amount invoiced as a non-
payable cost contribution.

Performance Incentive Funding
The estimated amount for the period beginning March 3, 2009 through June 30, 2011
available for the payment of Performance Incentives is $ 1,666,000.

During the 12-month 2009 and 2010 Program Years from July 1, 2009 through

June 30, 2010, and from July 1, 2010 through June 30, 2011, Contractor has offered
$700,000 per year on a pay-for-performance basis. Therefore, during these twelve {12)
month periods each monthly invoice will withhold $58,333 to be earned by Contractor
for performance as set forth in Attachment C ~ Performance Measures.

Customer Energy Efficiency Incentives

The estimated amount for the period beginning March 3, 2009 through June 30, 2011
available for the Customer Energy Efficiency Incentives is $ 26,629,103, Reimbursement
for Customer Energy Efficiency Incentives funds disbursed to Program participants shall
be separate and apart from the funding for program administration. These Custonter
Energy Efficiency Incentives payments will be invoiced to the Commission after proper
payment to the Program participants through the Program (strictly on a pass through
basis without markup).

The Contractor may submit invoices for individval Customer Energy Efficiency
Incentives equal to or greater than $300,000 at any time. When such invoices are
submitted the same invoice review, approval and payment process as detailed in the two
sections below shall apply. All other invoices for individual Customer Energy Efficiency
Incentives shall be submitted in accordance with the following section 8.

Invoice Requirements

The Contractor shall submit monthly invoices of eligible costs and expenses, and
Customer Energy Efficiency Incentives for payment by the 25th day of the month, or the
next business day if the 25th is not a business day. All invoices shall, at a minimum,
include the name, address, and tax 1.D. number of the Contractor.

The Contractor shall require that invoices to Contractor from subcontractors or other
third parties shall, at a minimum, conform to the Contractor’s invoice requirements
stated above and to any format and requirements established by the Contract Manager.

Invoice Review and Approval
Unless notified of a different (or additional) address, as provided herein, the Contractor
shall submit invoices for review and approval to:
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Jim Flanagan,

Hawaii Energy Efficiency Program Contract Manager
124 Lower Terrace

San Francisco, CA 94114

The Contract Manager, no later than five (5) business days after receipt of the invoice,
shall review the invoice and either approve the invoice for payment or inform the
Contractor in writing of any disputed amount and the basis for such dispute. Any
undisputed amounts shall be approved for payment by the Contract Manager.

If an invoice is disputed by the Contract Manager, the Contractor shall answer the
Contract Manager's concemns in writing within five (5) business days of the receipt of
written notice from the Contract Manager. 1If the Contractor and the Contract Manager
cannot resolve the dispute within ten (10) working days after receipt of the Contractor’s
reply, the Commission and Contractor shall attempt to resolve the dispute upon a written
request by the Contractor to the Commission. If the Commission and the Contractor
cannot resolve the dispute within ten (10) working days after receipt of Contractor’s
request, each party may pursue its available judicial or other remedies.

Payment of Invoices

Upon approval of an invoiced amount, the Contract Manager shall immediately send the
invoice and its accompanying supporting documentation to the Fiscal Agent for payment.
Disbursements by the Fiscal Agent will be made once each month; the Fiscal Agent will
pay approved monthly invoices by the last business day of the following month.

Payment will be made to:
By Electronic funds transfer:

Science Applications International Corporation
Citibank, N.A.,

New York, New York

Account No. 30547584

ABA No. 021000089 SWIFT: CITIUS33

By check:

Science Applications International Corporation
P.O. Box 223058
Pittsburgh, PA 15251-2058

The parties understand that the Fiscal Agent may not have collected adequate PBF Funds
in a particular month to pay Contractor’s approved invoices in full. In order to be made
aware of these shortfalls, the Commission will direct the Fiscal Agent to inform the
Contract Manager (who shall then inform the Contractor) on a monthly basis of the total
funds available to pay Contractor’s invoices. The total funds available shall be the PBF
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11.

12.

Funds collected to date. Any unpeid Contractor invoices from prior months shall be paid
first and then a partial payment shall be made on Contractor’s current monthly invoice.
All Contractor’s approved invoices shall be paid in full within thirty (30) days as funds
become available.

At the expiration of this Contract, the Contractor will most likely still be due payments
for one or more monthly invoices and for any performance incentives earned pursuant to
Attachment C to this Contract. In such a case, the Contractor’s approved unpaid
invoices shall be paid prior to any payments being made to any other contractor who has
been hired by the Commission to serve as the Program Administrator.

Performance Incentive Mechanism

The Contractor is eligible to receive performance incentives as described in Attachment
C to this Contract. The funds which comprise the performance incentive shall be based
on a hold-back of non-incentive monthly labor billings not to exceed $700,000 per
program year. This amount shall be referred to as the Performance Pool and disbursed to
the contractor upon meeting requirements described in Attachment C.,

The parties agree that after the Contract Manager and the Commission have made a final
determination on the performance incentive award for the Confractor in accordance with
the procedures in Attachment C, any funds available for the performance incentive but
not earned by the Contractor shall not be paid to the Contracior.

Annual Request for Carryover of Funds

On or before June 1, 2010, the Contractor shell, if necessary, file with the Commission
and Contract Administrator a request to carry over any unspent Contractor PBF Funds
from the 2009 Program Year.

Such & request to carry forward any anticipated unspent Contractor PBF Funds shall be
required only if the unspent Contractor PBF Funds for the 2009 Program Year are
greater than 10% of the total PBF Funds available in that year, as shown on Attachment
E; if the unspent Contractor PBF Funds for 2009 are less than 10% of the total PBF
Funds available in that particular year, the unspent Contractor PBF Funds shall
automatically be carried forward to the 2010 Program Year. In no event may such
request seck a change, for a given year, in the total annual amount to be collected from
Hawaii electric ratepayers as approved in any of the corresponding Commission orders or
rules that sets out the PBF in each of the Program Years.

If the request to carryover Contractor PBF Funds from the 2009 Program Year to the
2010 Program Year is not approved and the result of such non-approval is that the overall
two-year budget for the Contractor is reduced, then a corresponding reduction in the
overall Work as set forth in Attachment A will be agreed upon. In addition, the
Performance Incentive Mechanism set forth in Attachment C will be adjusted to reflect
the lower budget available for the Contractor to accomplish the various milestones and
goals detailed in Attachment C. The Contractor will make such a request for a reduction
in the Work and an adjustment to the goals and milestones in writing to the Commission.
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The Contractor and the Commission will mutually agree on such reductions and
adjustments.

The Commission may provide the Contract Manager, the HECO utilities, the Consumer
Advocate and all concemned parties an opportunity to submit comments and may request
a technical workshop prior to acting on the Contractor’s request for the carry forward of
unspent Contractor PBF Funds. After comments are submitted, the Commission shall
review the Contractor's request, and reject it, approve it or approve it with modifications.
The approval or rejection shall be made no later thirty (30) calendar days of the request.
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PERFORMANCE INCENTIVE MECHANISM

Overview '

The Contractor and the Commission agree that a portion of payments to the Contractor shall
be based on the Contractor’s performance in achieving the Commission’s objectives and
successfully delivering the strategics and initiatives described in the Scope of Work. The
performance incentive mechanism is designed to reward superior performance by the
Contractor in the overall administration and delivery of energy efficiency services which
achieve specific resource acquisition outcomes and market transformation goals.

For the period July 1, 2009 through June 30, 2010 (Program Year 2009) and July 1, 2010
through June 30, 2011 (Program Year 2010), a proportional holdback of direct billings
(exclusive of incentives or payments made directly to participants, customers, and allies) will
be set aside to fund the performance payment. This performance payment pool (Performance
Pool) shall be in the amount of $700,000 for each year. For each Program Year, the
Contractor can eamn up to $700,000 in Performance Awards for meeting the Targer Leve! for
program Performance Indicators that are defined in this Attachment.

If the Contractor does not meet the Minimum Performance Level, no Performance Award
shail be paid for that Performance Indicator. Tables C-2 through C-4 lists the Minimum
Performance Level and the award amount allocated to that level. The Minimum Performance
for the Market Transformation and Island Equity Performance Indicators is at the Targer
Level. The total performance payment for meeting the Minimum Performance Level in each
category is $567,000 for each Program Year. -

For the same period, the Contractor can eamn additiona! Performance Awards if the
Contractor exceeds the Target Level for performance indicators as identified in Tables C-2
through C4. The Maximum Performance Award that the Contractor can eam in Program
Year 2009 or Program Year 2010 is capped at $833,000 for each Program Year. The Market
Transformation and Island Equity Performance indicators do not allow additional awards for
exceeding the Target Level.

Performance Awards for the Energy, Peak Demand and Total Resource Benefits are
calculated on a sliding scale based on Contractor’s yearly achievements. For achievements
falling between the Minimum and Maximum Performance Level the performance award shall
be calculated as the sum of the Minimum Performance Level award plus the product of the
Performance Indicator times the Performance Incentive Rate as specified in Tables C-2
through C-4. The Performance Indicators for Market Transformation goals do not provide
for scaling.

Each performance award is a stand-alone payment and can be awarded regardless of
achievements in other Performance Indicators.

The schedule and processes for documenting and verifying achievement of performance
indicators is outlined in Section III of this Attachment. The Contracror shall submit claims
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for Performance Awards. The Commission and/or the Contract Manager will verify the
Contractor's claims. The Contract Manager will make recommendations regarding all
Performance Awards to the Commission.

Payment of any ecarned Performance Awards for Program Year 2009 and Program Year 2010
shall be made upon completion and approval of the Annual Report.

The performance award mechanism is subject to meeting Commission goals in four major
areas; Resource Acquisition (Energy and Demand), Cost Effectiveness (Total Resource
Benefits), Market Transformation, and Broad Participation (Island Equity), which are
incorporated in Tables C-1 through C4. The final amount of Performance Awards granted
to Contractor will be subject to achievement of these minimum performance requirements
and will be adjusted in accordance with Section C-III should the Contractor fail to meet any
of the minimum performance requirements.

IL. Description of Performance Indicators
The Consractor is eligible to eam an incentive for superior performance in certain specified
areas, This section provides a more detailed description of Individual Performance
Indicators, their weights as a percentage of the total Performance Award at the Target Level,
their Minimum and Maximum Performance Levels, and the scaling between the two. The
total Performance Pool is the same for Program Years 2009 and 2010; however, the :
Performance Indicators and awards for each year are unique. The Performance Indicators as
described in Table C-1 below and in subsequent tables are:

Table C-1: Performance Indicators and Relative Awards

Table Performance Indicator % of 2009 % of 2010
Number Performance | Performance
Pool Pool

C-1 | Residential and Business Bnergy (kwh) 40% 40%

C-2 Peak Demand (kW) 15% 10%

C-3 | Total Resource Benefits ($) 30% 30%
C-4,C-5 | Market Transformation (PY 2009/10) 10% 10%

C-6 [ Broad Participation (Equity across each island) 5% 10%

The goals, threshold and scaling for each Performance Indicator are summarized in Tables
C-2 through C4.

A. Cumulative Annual Electric Energy Savings

1, Weighting
The overall weight for this performance indicator in the Residential and Business
sectors is 40% of the Contractor’s total Performance Award at the Target Level
($700,000 * 0.40 = $280,000) in Program Year 2009 and in Program Year 2010.
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2.

3.

4.

5.

Target Level

For the 2009 Program Year, the Target Level for this indicator (also known as the
Electric Energy Savings Target) is 68,722 MWh for the Residential Sector and
57,301 MWh for the Business Sector.

For Program Year 2010, the Target Level for this indicator (also known as the
Electric Energy Savings Target) is 71,245 MWh for the Residentlal Sector and
61,370 MWh for the Business Sector.

The Electric Energy Savings Target measures the sum of annualized first-year
savings (at generation and net of free riders) achieved by implementation of all
Program strategies and initiatives, during each Program Year.

Scaling from Minimum to Maximum Performance

The Contractor shall be eligible to receive a Performance Award for this indicator
only if the Commission determines that the Contractor successfully achieves and
documents Electric Energy Savings above the Minimum Performance level.

If the Contractor achieves the Minimum Performance level in either the Residential
or Business Sector, it can earn $105,000 in Program Year 2009 and the same
incentive in Program Year 2010. If the Contractor exceeds the Minimum
Performance Level, the Performance Award Amount shall be scaled between the
Minimum Performance and Maximum Performance level of the actual Electric
Energy Savings as detailed in Table C-2.

Performance Award Cap at Maximum Performance level

The Total Electric Energy Savings Performance Award is capped at $175,000 for
each of the Residential and Business Sectors in both Program Year 2009 and Program
Year 2010. The maximum combined performance award for Annuat Electric Energy
Savings in either Program Year is $350,000.

Performance Award Calculation
The Contractor’s Performance Award shall be the sum of:

o $0if verified cumulative annual Electric Energy Savings are less than Minimum
Performance levels listed in Table C-2.

o $105,000 for echieving the Minimum Performance Level plus $2.04 per MWh
for verified cumulative annual Electric Energy Savings between 51,542 MWh
and 68,722 MWh and $5.09 per MWh for verified savings between 68,723
MWh and 75,594 MWh in the Residential Sector in Program Year 2009.

o $105,000 for achieving the Minimum Performance Level plus $1.97 per MWh
for verified cumulative annual Electric Energy Savings between 53,434 MWh
and 71,245 MWh and $4.91 per MWh for verified savings between 71,246
MWh and 78,370 MWh in the Residential Sector in Program Year 2010.
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* $108,000 for achieving the Minimum Performance Level plus $2.44 per MWh
for verified cumulative annual Electric Energy Savings between 42,976 MWh
and 57,301 MWh and $6.11 per MWh for verified savings between §7,302
MWh and 63,031 MWh in the Business Sector in Program Year 2009.

o $105,000 for achieving the Minimum Performance Level plus $2.28 per MWh
for verified cumulative annual Electric Energy Savings between 46,028 MWh
and 61,370 MWh and $5.70 per MWh for verified savings between 61,371
MWh and 67,507 MWh in the Business Sector in Program Year 2010.

"Table C-2: Annual Electric Energy Savings Performance Award Schedule

Energy |Award Rate

Res PY 2009 MWh Amount | $/MWh
Target| 68,722 | $140,000
Minimum Performanca| 51,542 | $105,000 | § 2.04 |
Maximum Performance} 75,594 | $175,000 | ¢ 5.09
Ras PY 2010

Target| 71,245 | $140,000

Minimum Parformance| 53,434 | $105000 | $§ 1.97
Maximum Performance| 78,370 | $175,000 | $ 4.91
Bus PY 2009 —
Target| 57,301 140,000
Minimum Performance| 42,976 | $105,000 | $ 2.44
Maximum Performance| 63,031 | $175,000 | $ 6.11
Bus PY 2010 _
_ Target| 61,370 140,000
Minimum Performance| 46,028 | $105,000 | $ 2.28
Maximum Performance| 67,507 | $175000 |1 ¢ 5.70

B. Total Resource Beneflts
This Performance Indicator is designed to encourage the Contractor to maximize energy-
related and other resource benefits by implementing energy-efficiency measures and
projects that provide persistent energy and demand savings.

1. Welghting
The overall weight for this performance indicator is 30% of the Contractor’s total
Performance Award at the Target Level ($700,000 * 0.30= $210,000) in Program
Year 2009 and in Program Year 2010.

2, 100% Target Level
The Total Resource Benefits (“TRB”) Target Level shall be determined by the
Contractor and approved by Contract Manager and the Commission before the
beginning of each Program Year as part of the Annual Plan.
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The TRB Performance Indicator includes cumulative savings over each Program Year
as achieved by implemcntation of all Program services and initiatives. The TRB for
any given service is defined as the present value of lifetime net resource savings in
clectnmty, and demand that are valued at current projections of avoided resource
costs. Avoided costs do not include environmental or any other externalities (e.g.,
indirect economic benefits).

3. Scaling from Minimum to Maximum Performance
The Contractor shall be eligible to receive a Performance Award for this indicator
only if the Commission determines that the Contractor successfully achieves and
documents TRB above the Minimum Performance level.

If the Contractor achieves the Minimum Performance level, it can earn $175,000 in
Program Year 2009 and the same incentive in Program Year 2010. If the Contractor
exceeds the Minimum Performance Level, the Performance Award Amount shall be
scaled lincarly between the Minimum Performance and Maximum Performance level
of the actua] Total Resource Benefits as detailed in Table C-3.

4, Performance Award Cap at Maximum Performance level
The TRB Performance Award is capped at $245,000 for cach Program Year.

5. Performance Award Calculation
The Contractor's Performance Award shall be:

» $0if verified cumulative annual Total Resource Benefits are less than Minimum
Performance levels listed in Table C-3.

» $175,000 for achieving the Minimum Performance Level plus $1,750 per each
one percentage point of verified TRB between 80% and 120% of the Target in
Program Year 2009 and 2010.

Table C-3: Total Resource Benefit Award Schedule

TRB Award Rate/%
Amount
Target 100% | $ 210000 | § 1,750
Minimum Performance 80%| $§ 175,000
Maximum Performance 120% | $ 245,000

C. Summer Peak Demand Savings
This Performance Indicator is designed to encourage the Contractor to achieve superior
levels of peak summer demand savings in addition to annual energy savings and total

' TRB does not include measure costs, or any other costs or benefits to customers (¢.g., productivity
increases, changes in Operation & Maintenance costs).
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resource benefits. Target goals for this Performance Indicator includes combined savings
from both Residential and Business Sectors.

1. Welghting

The overall weight for this performance indicator is 15% of the Contractor’s total
Performance Award at the Target Level ($700,000 * 0.15 = $105,000) for Program
Year 2009 and 10% of the Contractor's total Performance Award at the Target Level
($700,000 * 0.05 = $70,000) for Program Year 2010.

2. Target Level

sl

For Program Year 2009, the combined Target Level for this indicator (also known as
the Summer Peak Demand Savings Target) is 20,098 kW. For Program Year 2010,
the combined Target Level for this indicator is 23,126 kW. The Summer Peak
Demand Savings Target measures the cumulative annual summer peak demand
savings achieved by implementation of all Contractor services and initiatives.

Summer Peak Demand is defined as the sum across all measures of the energy
savings occurring weekdays between the hours of S5pm and 9pm during the months of
August through November divided by the number of hours in that period. Peak is
based on units installed in each year, regardless of the actual date of installation.

Scaling from Minimum to Maximum Performance

The Contractor shall be eligible to receive a Performance Award for this indicator
only if the Commission determines that the Contractor successfully achieves and
documents Summer Peak Demand Savings above the Minimum Performance Level.

If the Contractor achieves the Minimum Performance level, it can carn $105,000 in
Program Year 2009 and $77,000 in Program Year 2010. If the Contractor exceeds
the Minimum Performance Level, the Performance Award Amount shall be scaled
between the Minimum Performance and Maximum Performance level of the actual
Electric Energy Savings as detailed in Table C-4. ’

Performance Award Cap at Maximum Performance level
The Summer Peak Demand Savings Performance Award is capped at $133,000 for
Program Year 2009 and $98,000 Program Year 2010.

Performance Award Calculation
The Contractor's Performance Award shall be:

o $0if verified Summer Peak Demand Savings are less than Minimum Performance
levels listed in Table C4.

o  $77,000 for achieving Summer Peak Demand Savings of 15,073 kW plus $5.57
per kW for verified cumulative annual Summer Peak Demand Savings between
15,074 kW and 20,097 kW and $13.93 per kW for verified annual Summer Peak
Demand Savings between 20,098 kW and 22,107 kW in Program Year 2009.
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‘per kW for verified cumulative annual Summer Peak Demand Savings between
17,345 kW end 23,126 kW and $12.11 per kKW for verified annual Summer Peak
Demand Savings between 23,127 kW and 28,439 kW in Program Year 2010.

Table C-4: Peak Demand Performance Award Schedule

Combined Peak Demand Performance Goals }

i kW Award Rate

PY 2009 Target Amoumt | $/kW
Ta 20,097 105,000

Minimum Performance| 15,073 | ¢ 77,000 | $ 5.57

Maximum Performance| 22,107 133,000 [ $ 13.93

PY 2010 Target -
Target| 23,126 | $ 70,000

Minimum Performance| 17,345 | §$ 42,000 | $ 4.84

Maximum Performance| 25,439 | $ 98,000 | $ 12.11

D. Market Transformation
Market Transformation goals very by Program Year and are designed to encourage
lasting change with regard to how energy is used in State busineases and homes. For the
2009 Program Year, Market Transformation goals include the introduction of new and
emerging technologies and the development of a trade ally network of contractors and
service providers. For the 2010 Program Year, Market Transformation goals support the
installation of maximum efficiency demonstration projects at State buildings, the launch
of a Retro-commissioning (RCx) Program and development of partnerships with non-
profits and community organizations that can carry efficiency goals into the community.

The Market Transformation Performance Awards are fixed at the Target Level. No
incentives shall be paid in the event that the Target Level is not met and no additional
incentive shall be paid for exceeding the Target Level.

1. Weighting
The overall weight for this Performance Indicator is 10% of the Contractor’s total

Performance Award at the Target Leve! ($700,000 * 0.10 = $70,000) in each Program
Year. y

2. Target Level
To reach the Target Level for this indicator in Program Year 2009, the Contractor
must achieve the following:

o Emerging Technologies: Confractor must initiate and complete installation of
twenty (20) or more projects that incorporate a unique emerging technology
application. A list of approved emerging technologies can be found in Section
IIL.B.2. New technologies can be added to the list by mutual agreement of
both the Contractor and the Commission.
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o Ally Referrals: Contractor shall develop a list of trained trade allies that can
assist with the development of program applications. A minimum of forty (40)
Program application forms referred by trade allies from this list must be
submitted.

To reach the Target Level for this indicator in Program Year 2010, the Contractor
must achieve the following:
e State Buildings Demonstration Projects: Contractor must complete
comprehensive retrofits at ten (10) State owned demonstration buildings.
e Launch RCx Program: Contractor must design and launch a commercial RCx
program by January 1, 2011.
o Commupijty Partnership: Contractor must establish and sign four (4) or more
Community Partnership agreements.

Performance Award Calculation :
The Contractor's Performance Award shall be the sum of:

e $0if fewer than twenty (20) Emerging Technology Projects are completed in
Program Year 2009.

e $0 if fewer than forty (40) completed Program Applications are received from
trained Program Allies in Program Year 2009,

o $0 if the RCx Program kickoff is not completed by January 1, 2011.

o $0 if fewer than ten (10) State Building retrofits are completed in Program Year
2010.

¢ $0if fewer than four (4) Community Partnerships agreements are signed in
Program Year 2010.

e $35,000 for completing installation of twenty (20) or more Emerging Technology
projects in Program Year 2009.

¢ $35,000 for submittal of forty (40) or more completed Program Applications from
trained Program Allies in Program Year 2009,

e $35,000 for completing ten (10) or more State Building Retrofits in Program Year
2010.

¢ $17,500 for completing the RCx Program design and kickoff on or before January
1,2011.

o $17,500 for completing four (4) or more Community Partnership agreements in
Program Year 2010.
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B. Island Equity:
This indicator is designed to ensure program benefits accrue to each Island commensurate
with contributions from each Island to the PBF fund.

The Island Equity Performance Incentives are fixed at the 100% level. No incentives
shall be paid in the event that the Target Level is not met and no additional incentive
shall be paid for exceeding the Target Level.

1. Weighting
The overall weight for this performance indicator is $% of the Contractor’s total

Performance Award at the Targer Level ($700,000 * 0.05 = $35,000) in Program Year
2009 and 10% of the Contractor’s total Performance Award at the Target Level
($700,000 * 0.10 = $70,000) in Program Year 2010.

2. Target Level
The Contractor’s Island Equity Target for this performance indicator is to keep
Customer Incentives within 20% of each Islands relative PBF contribution (as defined
in Section IIL.G below) in Program Year 2009 and to deliver Energy Savings within
20% of each Islands relative PBF contribution (as defined in Section II1.G below) in
Program Year 2010,

3. Performance Incentive Calculation
The Contractor’s Performance Award shall be:

o $0if the Contractor does not keep Customer Incentives within a minimum of
20% of the PBF contribution ratio of all Islands in Program Year 2009.

e $0 if the Contractor does not achieve delivery of Energy Savings within a
minimum of 20% of the PBF contribution ratio of all Islands in Program Year
2010, ’

o $38,000 if the Contractor keeps Customer Incentives within 20% of relative PBF
contribution ratio for all Islands in Program Year 2009.

o $70,000 if the Contractor achieves Energy Savings within 20% of relative PBF
contribution ratio for all Islands in Program Year 2010.

II1.Documentation and Verification

A. Cumulative Annual Electric Energy Savings, Total Resource Beneflts, Summer
Peak Demand Savings
In order to establish and validate achievements for the Performance Awards for these
three indicators, the Contractor and the Commission agree to the following
documentation and verification process.
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1. Verification Process

By October 1 following each Program Year, the Contractor will submit a report to
the Commission, Contract Manager and the Program Evaluator that establishes its
claim for Annuai Electric Energy Savings by Sector, and Total Resource Benefits by
Sector and Summer Peak Demand Savings for the previous Program Year.

The Contract Manager and the Program Evaluator will review the Contractor's
report and, at their own discretion, review the Confractor’s project files in order to
assess savings estimates for custom measures, comprehensive projects, or key input
assumptions. The Contract Manager and the Program Evaluator will then meet with
the Contractor in an attempt to resolve any differences on claimed savings.

By December 1 following each Program Year, the Program Evaluator will provide a
technical report or memorandum to the Contract Manager with its recommendation
on Annual Electric Energy Savings, Total Resource Benefits, and Summer Peak
Demand Savings for each Program Year. Following receipt of this report, the
Contract Manager will provide a recommendation to the Commission regarding
Annual Electric Energy Savings, Total Resource Benefits, and Summer Peak Demand
Savings for the associated Program Year,

Following receipt of the Program Evaluators report for each Program Year, the
Contract Manager will also provide a recommendation to the Commission on the
appropriate Performance Award for each category. Each year the Commission will
make a final determination regarding Annual Electric Energy Savings, Total
Resource Benefits, and Summer Peak Demand Savings from the previous year. By
January 1 following each Program Year, the Commission will make a final
determination regarding cumulative Annual Electric Energy Savings by sector, Total
Resource Benefits, and Summer Peak Demand Savings by Sector and the appropriate
Performance Award for each category.

Establishment and Documentation of Savings Estimates

The Contractor shell work with the Contract Manager and the Program Evaluator to
establish and maintain reasonable savings estimates for prescriptive energy efficiency
measures offered. The Contractor shall maintain its documentation of all prescriptive
measure savings assumptions in the Technical Reference Manual (TRM). For custom
measures or projects, where prescriptive measure savings assumptions have not been
established or do not apply, the Contractor shall maintain in its files documentation
of all assumptions and calculations used to establish its claim for Electric Energy
Savings, Total Resource Benefits, and Summer Peak Demand Savings. All
information on savings assumptions and calculations used shall be available for
review by the Program Evaluator and Contract Manager.

Net-to-Gross assumptions and values used to calculate Electric Energy Savings, Total
Resource Benefits, and Summer Peak Demand Savings shall be documented in the
TRM before the start of each Program Year. These same net-to-gross values and
assumptions shall be used for the calculation of year-end performance awards.
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3. Updating of Estimates

As part of its ongoing management and planning, the Confractor shall review and
update, as appropriate, its estimates of Electric Energy Savings, Total Resource
Benefits, and Summer Peak Demand Savings for measures, technologies and projects
in order to reflect information obtained from measurement and ¢valuation studies,
experiences gained from implementation of energy efficiency services and initiatives,
and changes in building and appliance standards and codes. Revisions to these
estimates shall be incorporated into the 7R at the start of eech Program Year. The
Contractor shall use these revised estimates of Annual Electric Energy Savings, Total
Resource Benefits, and Summer Peak Demand Savings on a prospective basis for
meagures installed in reporting claims of Annual Electric Energy Savings, Total
Resource Benefits, and Summer Peak Demand Savings for the remainder of the
Program Year.

B. Emerging Technologies Market Transformation
In order to establish and validate achievements for the Performance Awards for this
indicator, the Contractor and the Commission agree to the following documentation and
verification process.

1.

Verification Process

Emerging Technologies Market Transformation performance indicators shall be
tracked and reported in the Annual Report. To meet the targeted performance goal of
twenty (20) projects in this category, at least four (4) unique Emerging Technologies
must be utilized. Each emerging technologies project size shall provide a minimum
annual gross energy savings of 25,000 kWh. Review and final determination of
Performance Awards shall be based on the process parallel to the one described above
in Section IMLA.1. :

Establishment and Documentation of Savings Estimates

Contractor shall track and report Emerging Technologies that are installed as a result
of customer participation in the Program. Emerging Technologies are defined as
energy saving measures that are new or not yet commercialized. Additions or
deletions to the following list of Emerging Technologies can be made only upon
mutual agreement of both the Contractor and the Commission.

Approved Emerging Technologies:

Fresh water pumping,

Wastewater processing,

Data Centers — airflow optimization,

Data Centers — server virtualization and related technologies,
Parking Garages — perimeter dimming,

Parking Garages - ventilation control,

Non residential demand control ventilation (CO2 sensors in return airstream),
LED refrigeration case lighting,

LED interior lights

LED traffic lights,

District sea water cooling projects,

F T TEMOQAO TR
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1. Integrated building design and construction standards,
m. Advanced energy management controls,

n. Variable volume refrigerant air conditioning

0. High performance commercial lighting (<0.5w/sf)

p. Bi-level stairwell and parking garage lighting

Ally Referrals

In order to establish and validate achievements for the Performance Awards for this
indicator, the Contractor and the Commission agree to the following documentation and
verification process.

1. Verification Process
Ally Referral performance indicators shall be tracked and reported in the Annual
Report. Review and final determination of Performance Awards shall be based on the
process parallel to the one described above in Section IILA.1.

2. Establishment and Documentation of Savings Estimates
Contractor shall document the date and attendance of Ally trainings in order to make
any claims for this Performance Indicator. Each Ally training shall cover standards
for equipment installation and program procedures for commercial or industrial
Program incentive programs. Applications that are referred by a trained Ally count
towards this Performance Indicator only if the contractor has attended and completed
an Ally treining previous to the application submittal date.

State Bulldings

In order to establish and validate achievements for the Performance Awards for this
indicator, the Contractor and the Commission agree to the following documentation and
verification process.

1. Verification Process
State Building performance indicators shall be tracked and reported in the Annual
Report. Review and final determination of Performance Awards shall be based on the
process parallel to the one described above in Section IILA.1.

2. Establishment and Documentation of Savings Estimates
This Performance Indicator is intended to help facilitate retrofit of buildings owned or
occupied by the State of Hawaii or local government buildings to maximum Jlevels of
efficiency. Eligible buildings shall contain a minimum of 10,000 square feet of
conditioned space. To promulgate savings and techniques from these projects they
may act as case studies or be used as promotional examples. In order for a facility
retrofit to qualify towards this Performance Indicator, total project savings shall be
greater than 10% of yearly electric consumption or greater than 100,000 gross
kWh/year, In the event that constraints imposed by the State impede the completion
of Program sponsored energy efficiency projects, privately owned buildings by be
substituted with the approval of Contract Manager.

C-12
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E.

G’

RCx Program Launch

In order to establish and validate achievements for the Performance Awards for this
indicator, the Contractor and the Commission agree to the following documentation and
verification process.

1. Verification Process
This Performance Indicator is based on the design and kickoff of a Retro-
Commissioning Program for commercial buildings. The target goal for this
Performance Indicator is to have all program collateral produced and available for
potential participants, all program application materials available and program
procedures and incentives finalized and approved by the Contract Manager. Upon
completion of these tasks, the Contractor shall submit written documentation of
completion to the Contract Manager for approval. The Contract Manager shall
approve the request or document lack of compliance within 2 weeks of submittal.

Community Partnership

In order to establish and validate achievements for the Performance Awards for this
indicator, the Contractor and the Commission agree to the following documentation and
verification process.

1. Verification Process
Community Partnership performance indicators shall be tracked and reported in the
Annual Report. Review and final determination of Performance Awards shall be
based on the process as described above in Section ITLA.1.

2. Establishment and Documentation of Savings Estimates
The goal of this Performance Indicator is to leverage community groups, agencies
and associations to maximize savings from limited program budgets and to encourage
lasting change with respect to energy efficiency. Relationships between contractor
and community organizations shall be evidenced by a signed agreement upon which
each party has obligations or commitments that result in measureable energy savings.

Istand Equity :

In order to establish and validate achievements for the Performance Awards for this -
indicator, the Consractor and the Commission agree to the following documentation and
verification process.

1. Verification Process
Island Equity performance indicators shall be tracked and reported in the Annual
Report. Review and final determination of Performance Awards shall be based on the
process as described above in Section IILA. 1.

2. Establishment and Documentation of Savings Estimates in Program Year 2009
Contractor shall offer Program services and incentives in a geographically equitable
manner. To track this Performance Indicator, program Customer Incentives shall be
reported by each HECO utility service area or Island. Customer Incentives include
incentives or payments made directly to Program participants, customers, and allies.

c-13
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Program Year. To be eligible for a Performance Award in this category, contractor
must establish that Customer Incentive expenditures or the Program energy savings
are within 20% of yearly PBF contribution ratios for al! participating islands. Table
C-5 below demonstrates an example of this Performance Indicator.

Establishment and Documentation of Savings Estimates in Program Year 2010
Contractor shall offer Program services and incentives in a geographically equitable
manner. To track this Performance Indicator, program savings shall be reported by
each HECO utility service area or Island. The tota] energy savings for each island
shall be reported for cach Program Year. To be cligible for a Performance Award in
this category, contractor must establish that energy savings are within 20% of yearly
PBF contribution ratios for all participating islands. Table C-5 below illustrates an
example of this calculation:

Table C.5: Island Equity Performance Calculation

Island PBF PBF | Target | Target |
Contribution] % MWh | (x1,000)
{x1,000)
HECO $ 10,000 | 69%] 79,167 | $ 8,611
HELCO $ 1600 | 11%]} 12,667 | $ 1,378 |
MECO $ 2,800 | 19%] 22,167 { $ 2,411
Total $ 14,400
Total energy savings (MWh): 114,000
Customer Incentive Budget (x1,000): $12.400

In this example the total energy savings as reported and verified in the Annual Report
is 114,000 MWh. The contribution to the PBF fund by Island is shown in the first
two columns. To be eligible for either Performance Award, the Program energy
savings or Customer Incentive expenditures must be within 20% of the Target amount
shown for cach Island.
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Hawaij — SAIC Contract for Program Administrator

Attachment D
Calculation of Total Cap for Contractor

1/1/09 10 6/30/10  7/1/10 t0 6/30/11 Total

Total PBF Budget | A 21,023,503 S 20210047 S ___ 41,233,550
Additions aud Deductions to the PBF Surcharge
Less: Fiscal Agent Expenses $ (52,500) $ (35,0000 $ (87,500)
Less: Contract Manager Administrative Expenses L} (344,369 §% (41,595) § {485,964)
Less: Contract Manager M&E Expenses 5 (891,698) § (881,920) $ (1,773,618)
Less: Fiscal Agent Audit Fees | $ (25,0000 § (25,000) $ (50,000)
Less: Evaluation Report for Legislature b - 3 (150,000) § (150,000)
Less: Performance Awards in Excess of Target
Level s (133,000) 3 (133,000) § (266,000)

A (14465677 S (1366,515) S (2813002}

;l'ot.ll Cap: L3 38,420,468

Note 1: Includes energy efficiency incentives of $12,881,723 and 313,747,380 for Program Years 2009

and 2010 respectively
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For the Period January 1, 2009 through June 30, 2011

Contractor Programs Budget
Programs Budget
Ramp-Up Programs
Total

Contractor's Administration Costs
General Administration Costs
IT Development and Maintenance Costs
Ramp-Up Costs - Admin & IT
Contractor's Ramp-Up cost contribution
Total

Total Contractor PBF
. Performance Awards in Excess of Target Level

Contract Manager
Fiscal Agent Costs
Fiscal Agent Audit Costs
Contract Manager M&E
Contract Manager Monitoring and Evaluation
Costs
Evaluation Report (Leg Report)
Total

Total PBF

Funds Available to PBF Programs
Residential Program (45%)
C&]1 Programs (55%)
Ramp-Up Program Costs

Note I; Includes energy efficlency incentives of $12,881,723 and §13,747,380 for Program Years 2009

and 2010 respectively

Hawaii - SAIC Contrgct for Program Administrator

1/1/09 10 6/30/10  7/1/10 to 6/30/11 Total
17,512,960 17,638,406 35,151,366
321,000 - 321,000
17,833,960 17,638,406 35,472,366
1,245,222 1,131,088 2,376,310
85,350 74,038 159,388
612,404 - 612,404
(200,000) (200,000)
1,742,976 1,205,126 2,948,102
19,576,936 18,843,532 38,420,468
133,000 '133,000 266,000
276,648 96,448 373,096
52,500 35,000 87,500
25,000 25,000 50,000
67,721 45,147 112,868
891,698 881,920 1,773,618
- 150,000 150,000
1,313,567 1,233,515 2,547,082
21,023,503 20,210,047 41,233,550
17,833,960 17,638,406 35,472,366
7,880,832 7,937,283 15,818,115
9,632,128 9,701,123 19,333,251
321,000 0 321,000
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Attachment F
Contractor Budget

For the Period beginning March 3, 2009 through June 30, 2011

Servi { Initiati
Residential Program

'Program Management

Program Operations

Education & Training

Advertising

Evaluation

Cell Center

Data Tracking

Customer Energy Efficiency Incentives

Total Residential Programs

C&] Programs
Program Management
Program Operations
Education & Training
Advertising
Evaluation
Call Center
Data Tracking
Customer Energy Efficiency Incentives
Total Commercial & Industrial Programs

Ramp-Up Program costs
Total Services and Initiatives

S ing Servi
General Administration
Information Technology
Ramp-Up Costs - General Administration
Ramp-Up Costs - Information Technology
Less: Contractor Contribution

Total Supporting Services

Sub-Total Estitnated Contractor Costs

Performance Awards in Excess of Target Levels

Total Estimated Contracror Costs, including
Performance Awards in Excess of Target Level

Note 1: Includes energy efficiency incentives of $12,881,723 and $13,747,388 for Program Years 2009

and 2010 respectively

3/3/09 1w 6/30/10 2/1/10 to 6/30/11 Total
804,482 695,254 1,499,736
898,875 635,969 1,534,844

63,450 67,837 131,287
211,500 211,990 423,490
52,875 101,755 154,630
21,150 12,719 33,869
31,725 25,439 57,164
5,796,775 6,186,320 11,983,095
7,880,832 1,937,283 15,818,115
983,255 849,753 1,833,008
1,098,625 177,296 1,875,921
77,550 82,911 160,461 -
258,500 259,098 517,598
64,625 124,367 188,992
25,850 15,546 | 41,396
38,775 31,092 69,867
7,084 948 7,561,060 14,646,008
9,632,128 9,701,123 19,333,251
321,000 - 321,000
17,833,960 17,638,406 35,472,366
1,245,222 1,131,088 2,376,310
85,350 74,038 159,388
493,554 - 493,554
118,850 - 118,850
{200,000) - (200,000)
1,742,976 1,205,126 2,948,102
19,576,936 18,843,532 38,420,468
133,000 " 133,000 266,000
19,709,936 18,976,532 38,686,468

F-1

Attachment F_Contractor Budget.2009-03-03.doc



CA HEARING EXHIBIT 1
Docket No. 2008-0083
Page 49 of B6

ATTACHMENT G
LIST OF KEY PERSONNEL

The parties agree that the following individuals are considered “key” for the purposes of
performing the Work in this Agreement:

H. Ray Starling Program Manager

John Nicol Deputy Program Manager
Thomas M. Giffin Design Manager

Tom Jensen IT Manager

Liz Donati Design

Anna Larson Marketing

Anne Wagner Outreach

The replacement of any key personnel listed above may only be made after written notice to the
Contract Manager and Commission along with the resume of the proposed replacement. The
replacement will not perform as a key person until approval by the Commission, such approval
will not be unreasonably withheld. The approval or rejection will be given no later than 30 days
of notice and the Commission understands that time is of the essence.
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Parties Receiving Approval
Item Info Source Information Required
1 Monthly Report CM, PUC No
2 | Quarterly Report CM, PUC No
3 | Annual Report CM, PUC, CA No
4 Annual Savings Claim Yes —CA
Report CM, PUC, CA through CM
5 Regquest to Carryover
Funds from Year-to-Year CM, PUC, CA Yes - PUC
6 | Annual Plan CM, PUC, CA Yes - PUC
CM
7 | Monthly invoices review
PUC, FA, CA upon request | Yes -~ CM
Quarterly Updates to
HECO Companies
8 | (including listing of
active and complete C&! | HECO Companies, CM,
_projects) PUC, CA No
Copies of significant
9 | marketing and press -
materials CM, PUC, CA No
10 Technical Reference :
Manual CM, PUC, CA No
1 Program Implementation
Procedures CM, PUC Yes- CM
Data System
Documentation (Data
12 | Internals, Reference
Manual and Users’
Manual) CM, PUC No
13 Quality Assurance Plan
& Report CM, PUC No
Customer Specific and
14 | Competitively-Sensitive
Information Procedures CM, PUC Yes — CM
Research reports,
15 | conference presentations,
joumnal papers CM, PUC, CA Yes — PUC
16 | Legislative Testimony CM, PUC Yes - PUC
17 | Financial Audit CM, PUC, CA, FA No
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Hawaii — SAIC Contract for Program Administrator

Parties Receiving Approval
Item Info Source Information Required
18 | Dispute Resolution CM, PUC, CA Yes - CM
19 Photovoltaic Rebate
Program Report CM, PUC, CA No
20 Performance CM, PUC, CA
Assessments Upon request No
Resource Planning
21 | (formerly “IRP”) and CM, PUC, CA, HECO
Program Evaluation Companies No
Definitions:

“CA” means Division of Consumer Advocacy, Department of Commerce and Consumer Affairs
“CM” means the Contract Manager '
“FA” means Fiscal Agent

“HECO Companies” means HECO, HELCO & MECO companies
“PUC” means Hawaii Public Utilities Commission
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Hawnii-SAIC Contmct for Program Administrator
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GENERAL CONDITIONS

1. Coordination of Services by the STATE, The head of the purchasing agency (*HOPA™) (which term
includes the designee of the HOPA) shall coordinate the services to be provided by the CONTRACTOR in
order to complete the performance required in the Contract. The CONTRACTOR shall maintain
communications with HOPA at a]l stages of the CONTRACTOR'S work, and submit to HOPA for resolution
any questions which may arise as to the performance of this Contract. "Purchasing agency" as used in these
General Conditions means and includes any governmental body which is authorized under chapter 103D,
HRS, or its implementing rules and procedures, or by way of delegation, to enter into contracts for the
procurement of goods or services or both.

a In the performance of services required under this Contract, the CONTRACTOR is an "independent
contractor,” with the authority and responsibility to control and direct the performance and details of
the work and services required under this Contract; however, the STATE shall have a general right to
inspect work in progress to-determine whether, in the STATE'S opinion, the services are being
performed by the CONTRACTOR in compliance with this Contract. Unless otherwise provided by
special condition, it is understood that the STATE does not agree to use the CONTRACTOR
exclusively, and that the CONTRACTOR is free to contract to provide services to other individuals
or entities while under contract with the STATE.

b. The CONTRACTOR and the CONTRACTOR'S employees and agents are not by reason of this
Contract, agents or employees of the State for any purpose, and the CONTRACTOR and the
CONTRACTOR'S employees and agents shall not be entitled to claim or receive from the State any
vacation, sick leave, retirement, workers' compensation, unemployment insurance, or other benefits
provided to state employees.

c. The CONTRACTOR shall be responsible for the accuracy, completeness, and adequacy of the
CONTRACTOR'S performance under this Contract, Furthermore, the CONTRACTOR intentionally,
voluntarily, and knowingly assumes the sole and entire liability to the CONTRACTOR'S employees
and agents, and to any individual not a party to this Contract, for all loss, damage, or injury caused by
the CONTRACTOR, or the CONTRACTOR'S employees or agents in the course of their
employment.

d. The CONTRACTOR shall be responsible for payment of all applicable federal, state, and county
taxes and fees which may become due and owing by the CONTRACTOR by reason of this Contract,
including but not limited to (i) income taxes, (ii) employment related fees, assessments, and taxes,
and (iii) general excise taxes. The CONTRACTOR also is responsible for obtaining all licenses,
permits, and certificates that may be required in order to perform this Contract.

e. The CONTRACTOR shall obtain a general excise tax license from the Department of Taxation, State
of Hawaii, in accordance with section 237-9, HRS, and shall comply with all requirements thereof.
The CONTRACTOR shall cbtain a tax clearance certificate from the Director of Taxation, State of
Hawaii, and the Internal Revenue Service, U.S. Department of the Treasury, showing that all
delinquent taxes, if any, levied or accrued under state law and the Internal Revenue Code of 1986, as
amended, against the CONTRACTOR have been paid and submit the same to the STATE prior to
commencing any performance under this Contract. The CONTRACTOR shall also be solely
responsible for meeting all requirements necessary to obtain the tax clearance certificate required for
final payment under sections 103-53 and 103D-328, HRS, and paragraph 17 of these General
Conditions.

f. The CONTRACTOR is responsible for securing all employee-related insurance coverage for the
CONTRACTOR and the CONTRACTOR'S employees and agents that is or may be required by law,
and for payment of all premiums, costs, and other liabilities associated with securing the insurance
coverage.
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2 The CONTRACTOR shall obtain a certificate of compliance issued by the Department of Labor and
Industrial Relations, State of Hawaii, in accordance with section103D-310, HRS, and section 3-122-
112, HAR, that is current within six months of the date of issuance.

h. The CONTRACTOR shall obtain a certificate of good standing issued by the Departtnent of
Commerce and Consumer A ffairs, State of Hawaii, in accordance with section 103D-310, HRS, and
section 3-122-112, HAR, that is current within six months of the date of issuance.

i. In lieu of the above certificates from the Department of Taxation, Labor and Industrial Relations, and
Commerce and Consumer A ffairs, the CONTRACTOR may submit proof of compliance through the
State Procurement Office’s designated certification process.

3 Personnel Requirements,

a. The CONTRACTOR shall secure, at the CONTRACTOR'S own expense, all personnel required to
perform this Contract.

b. The CONTRACTOR shall ensure that the CONTRACTOR'S employees or agents are experienced
and fully qualified to engage in the activities and perform the services required under this Contract,
and that all applicable licensing and operating requirements imposed or required under federal, state,
or county law, and all applicable accreditation and other standards of quality generally accepted in
the field of the activities of such employees and agents are complied with and satisfied.

4. Nondiscrimination, No person performing work under this Contract, including any subcontractor, employee,
or agent of the CONTRACTOR, shall engage in any discrimination that is prohibited by any applicable
federal, state, or county law.

5. Conflicts of Interest. The CONTRACTOR represents that neither the CONTRACTOR, nor any employee or
agent of the CONTRACTOR, presently has any interest, and promises that no such interest, direct or indirect,
shall be acquired, that would or might conflict in any manner or degree with the CONTRACTOR'S
performance under this Contract.

6. Subcontracts and Assignments, The CONTRACTOR shall not assign or subcontract any of the
CONTRACTOR'S duties, obligations, or interests under this Contract and no such assignment or subcontract
shall be effective unless (i) the CONTRACTOR obtains the prior written consent of the STATE, and (ji) the
CONTRACTOR'S assignee or subcontractor submits to the STATE a tax clearance certificate from the
Director of Taxation, State of Hawaii, and the Intemnal Revenue Service, U.S. Department of Treasury,
showing that all delinquent taxes, if any, levied or accrued under state law and the Internal Revenue Code of
1986, as amended, against the CONTRACTOR'S assignee or subcontractor have been paid. Additionally, no
assignment by the CONTRACTOR of the CONTRACTOR'S right to compensation under this Contract shall
be effective unless and until the assignment is approved by the Comptroller of the State of Hawaii, as
provided in section 40-58, HRS,

a. Recognition of a successor jn jnterest. When in the best interest of the State, a successor in interest
may be recognized in an assignment contract in which the STATE, the CONTRACTOR and the

assignee or transferee (hereinafier referred to as the "Assignee") agree that:
(1 The Assignee assumes all of the CONTRACTOR'S obligations;

(2) The CONTRACTOR remains liable for all obligations under this Contract but waives all
rights under this Contract as against the STATE; and

(3) The CONTRACTOR shall continue to furnish, and the Assignee shall also furnish, all
required bonds.

b. Change of name, When the CONTRACTOR asks to change the name in which it holds this Contract
with the STATE, the procurement officer of the purchasing agency (hereinafter referred to as the
"Agency procurement officer") shall, upon receipt of a document acceptable or satisfactory to the
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I2.

Agency procurement officer indicating such change of name (for example, an amendment to the
CONTRACTOR'S articles of incorporation), enter into an amendment to this Contract with the
CONTRACTOR to effect such a change of name. The amendment to this Contract changing the
CONTRACTOR'S name shall specifically indicate that no other terms and conditions of this Contract
are thereby changed.

c. Reports, All assignment contracts and amendments to this Contract effecting changes of the
CONTRACTOR'S name or novations hereunder shall be reported to the chief procurement officer
(CPO) as defined in section 103D-203(a), HRS, within thirty days of the date that the assignment
contract or amendment becomes effective.

d. Actions affecting more than one purchasing agency, WNotwithstanding the provisions of
subparagraphs 6a through 6¢ herein, when the CONTRACTOR holds contracts with more than one
purchasing agency of the State, the assignment contracts and the novation and change of name
amendments herein authorized shall be processed only through the CPO's office.

Indemnification and Defense, The CONTRACTOR shall defend, indemnify, and hold harmless the State of
Hawaii, the contracting agency, and their officers, employees, and agents from and against all liability, loss,
damage, cost, and expense, including all attorneys' fees, and all claims, suits, and demands therefore, arising
out of or resulting from the acts or omissions of the CONTRACTOR or the CONTRACTOR'S employees,
officers, agents, or subcontractors under this Contract. The provisions of this paragraph shall remain in full
force and effect notwithstanding the expiration or early termination of this Contract.

Cost of Lijtigation, In case the STATE shall, without any fault on its part, be made a party to any litigation
commenced by or against the CONTRACTOR in connection with this Contract, the CONTRACTOR shall
pay all costs and expenses incurred by or imposed on the STATE, including attorneys' fees.

Liquidated Damages, When the CONTRACTOR is given notice of delay or nonperformance as specified in
paragraph 13 (Termination for Default) and fails to cure in the time specified, it is agreed the CONTRACTOR
shall pay to the STATE the amount, if any, set forth in this Contract per calendar day from the date set for
cure until either (i) the STATE reasonably obtains similar goods or services, or both, if the CONTRACTOR is
terminated for default, or (ii) until the CONTRACTOR provides the goods or services, or both, if the
CONTRACTOR is not terminated for default. To the extent that the CONTRACTOR'S delay or
nonperformance is excused under paragraph 13d (Excuse for Nonperformance or Delay Performance),
liquidated damages shall not be assessable against the CONTRACTOR. The CONTRACTOR remains liable
for damages caused other than by delay.

STATE'S Right of Offsef, The STATE may offset against any monies or other obligations the STATE owes
to the CONTRACTOR under this Contract, any amounts owed to the State of Hawaii by the CONTRACTOR
under this Contract or any other contracts, or pursuant to any law or other obligation owed to the State of
Hawaii by the CONTRACTOR, including, without limitation, the payment of any taxes or levies of any kind
or nature. The STATE will notify the CONTRACTOR in writing of any offset and the nature of such offset.
For purposes of this paragraph, amounts owed to the State of Hawaii shall not include debts or obligations
which have been liquidated, agreed to by the CONTRACTOR, and are covered by an installment payment or
other settlement plan approved by the State of Hawaii, provided, however, that the CONTRACTOR shall be
entitled to such exclusion only to the extent that the CONTRACTOR is current with, and not delinquent on,
any payments or obligations owed to the State of Hawaii under such payment or other settlement pian.

Disputes, Disputes shall be resolved in accordance with section 103D-703, HRS, and chapter 3-126, Hawaii
Administrative Rules ("HAR"), as the same may be amended from time 1o time.

Suspension of Contract, . The STATE reserves the right at any time and for any reason to suspend this
Contract for any reasonable period, upon written notice to the CONTRACTOR in accordance with the
provisions herein.

a Order 1o stop performance. The Agency procurement officer may, by written order to the
CONTRACTOR, at any time, and without notice to any surety, require the CONTRACTOR to stop

all or any part of the performance called for by this Contract. This order shall be for a specified
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period not exceeding sixty (60) days after the order is delivered to the CONTRACTOR, unless the
parties agree to any further period. Any such order shall be identified specifically as a stop
performance order issued pursuant to this section. Stop performance orders shall include, as
appropriate: (1) A clear description of the work to be suspended; (2) Instructions as to the issuance of
further orders by the CONTRACTOR for material or services; (3) Guidance as to action to be taken
on subcontracts; and (4) Other instructions and suggestions to the CONTRACTOR for minimizing
costs. Upon receipt of such an order, the CONTRACTOR shall forthwith comply with its terms and
suspend all performance under this Contract at the time stated, provided, however, the
CONTRACTOR shall take all reasonable steps to minimize the occurrence of costs allocable to the
performance covered by the order during the period of performance stoppage. Before the stop
performance order expires, or within any further period to which the parties shall have agreed, the
Agency procurement officer shall either:

N Cancel the stop performance order; or

2) Terminate the performance covered by such order as provided in the termination for default
provision or the termination for convenience provision of this Contract.

b. Cancellation or expiration of the order, If a stop performance order issued under this section is
cancelled at any time during the period specified in the order, or if the period of the order or any
extension thereof expires, the CONTRACTOR shall have the right to resume performance. An
appropriate adjustment shall be made in the delivery schedule or contract price, or both, and the
Contract shall be modified in writing accordingly, if:

(D The stop performance order results in an increase in the time required for, or in the
CONTRACTOR'S cost properly allocable to, the performance of any part of this Contract,
and

(73] The CONTRACTOR asserts a claim for such an adjustment within thirty (30) days after the
end of the period of performance stoppage; provided that, if the Agency procurement officer
decides that the facts justify such action, any-such claim asserted may be received and acted
upon at any time prior to final payment under this Contract.

c. [ermination of stopped performance. If a stop performance order is not cancelled and the
performance covered by such order is terminated for default or convenience, the reasonable costs
resulting from the stop performance order shall be allowable by adjustment or otherwise.

d. Adjustment of price, Any adjustment in contract price made pursuant to this paragraph shall be
determined in accordance with the price adjustment provision of this Contract.

13. ermination fo I

a Default, 1f the CONTRACTOR refuses or fails to perform any of the provisions of this Contract with
such diligence as will ensure its completion within the time specified in this Contract, or any
extension thereof, otherwise fails to timely satisfy the Contract provisions, or commits any other
substantial breach of this Contract, the Agency procurement officer may notify the CONTRACTOR
in writing of the delay or non-performance and if not cured in ten (10) days or any longer time
specified in writing by the Agency procurement officer, such officer may terminate the
CONTRACTOR'S right to proceed with the Contract or such part of the Contract as to which there
has been delay or a failure to properly perform. In the event of termination in whole or in part, the
Agency procurement officer may procure similar goods or services in a manner and upon the terms
deemed appropriate by the Agency procurement officer. The CONTRACTOR shall continue
performance of the Contract to the extent it is not terminated and shall be liable for excess costs
incurred in procuring similar goods or services.

b. CONTRACTOR! ies, Notwithstanding termination of the Contract and subject to any directions
from the Agency procurement officer, the CONTRACTOR shall take timely, reasonable, and
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necessary action to protect and preserve property in the possession of the CONTRACTOR in which
the STATE has an interest.

c. Compensation, Payment for completed goods and services delivered and accepted by the STATE
shall be at the price set forth in the Contract. Payment for the protection and preservation of property
shall be in an amount agreed upon by the CONTRACTOR and the Agency procurement officer. 1If
the parties fail to agree, the Agency procurement officer shall set an amount subject to the
CONTRACTOR'S rights under chapter 3-126, HAR. The STATE may withhold from amounts due
the CONTRACTOR such sums as the Agency procurement officer deems to be necessary to protect
the STATE against loss because of outstanding liens or claims and to reimburse the STATE for the
excess costs expected to be incurred by the STATE in procuring similar goods and services.

d. Excuse for nonperformance or delayed performance, The CONTRACTOR shall not be in default by

reason of any failure in performance of this Contract in accordance with its terms, including any
failure by the CONTRACTOR to make progress in the prosecution of the performance hereunder
which endangers such performance, if the CONTRACTOR has notified the Agency procurement
officer within fifteen (15) days after the cause of the delay and the failure arises out of causes such as:
acts of God; acts of a public enemy; acts of the State and any other governmental body in its
sovereign or contractual capacity; fires; floods; epidemics; quarantine restrictions; strikes or other
labor disputes; freight embargoes; or unusually severe weather. If the failure to perform is caused by
the failure of a subcontractor to perform or to make progress, and if such failure arises out of causes
similar to those set forth above, the CONTRACTOR shall not be deemed to be in default, unless the
goods and services to be furnished by the subcontractor were reasonably obtainable from other
sources in sufficient time to permit the CONTRACTOR to meet the requirements of the Contract.
Upon request of the CONTRACTOR, the Agency procurement officer shall ascertain the facts and
extent of such failure, and, if such officer determines that any failure to perform was occasioned by
any one or more of the excusable causes, and that, but for the excusable cause, the CONTRACTOR'S
progress and performance would have met the terms of the Contract, the delivery schedule shall be
revised accordingly, subject to the rights of the STATE under this Contract. As used in this
paragraph, the term "subcontractor” means subcontractor at any tier.

e. Erroneous termination for default, if, after notice of termination of the CONTRACTOR'S right to
proceed under this paragraph, it is determined for any reason that the CONTRACTOR was not in
default under this paragraph, or that the delay was excusable under the provisions of subparagraph
13d, "Excuse for nonperformance or delayed performance,” the rights and obligations of the parties
shall be the same as if the notice of termination had been issued pursuant to paragraph 14.

f. Additional rights and remedies. The rights and remedies provided in this paragraph are in addition to
any other rights and remedies provided by law or under this Contract.

14. [ermination for Convenience,

a. Termination. The Agency procurement officer may, when the interests of the STATE so require,
terminate this Contract in whole or in part, for the convenience of the STATE. The Agency
procurement officer shall give written notice of the termination to the CONTRACTOR specifying the
part of the Contract terminated and when termination becomes effective.

b. CONTRACTOR'S gbligations. The CONTRACTOR shall incur no further obligations in connection
with the terminated performance and on the date(s) set in the notice of termination the
CONTRACTOR will stop performance to the extent specified. The CONTRACTOR shall also
terminate outstanding orders and subcontracts as they relate to the terminated performance. The
CONTRACTOR shall settle the liabilities and claims arising out of the termination of subcontracts
and orders connected with the terminated performance subject to the STATE'S approval. The
Agency procurement officer may direct the CONTRACTOR to assign the CONTRACTOR'S right,
title, and interest under terminated orders or subcontracts to the STATE. The CONTRACTOR must
still complete the performance not terminated by the notice of termination and may incur obligations
as necessary to do so.
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c. Ri

d work pr The Agency procurement officer may require the CONTRACTOR

to transfer title and deliver to the STATE in the manner and to the extent directed by the Agency
procurement officer:

)
@)

Any completed goods or work product; and

The partially completed goods and materials, parts, tools, dies, jigs, fixtures, plans, drawings,
information, and contract rights (hereinafter called "manufacturing material*} as the
CONTRACTOR has specifically produced or specially acquired for the performance of the
terminated part of this Contract.

The CONTRACTOR shall, upon direction of the Agency procurement officer, protect and preserve
property in the possession of the CONTRACTOR in which the STATE has an interest. Ifthe Agency
procurement officer does not exercise this right, the CONTRACTOR shall use best efforts to sell
such goods and manufacturing materials. Use of this paragraph in no way implies that the STATE
has breached the Contract by exercise of the termination for convenience provision.

(D

@

&)
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The CONTRACTOR shall submit a termination claim specifying the amounts due because of
the termination for convenience together with the cost or pricing data, submitted to the extent
required by chapter 3-122, HAR, bearing on such claim. If the CONTRACTOR fails to file
a termination claim within one year from the effective date of termination, the Agency
procurement officer may pay the CONTRACTOR, if at all, an amount set in accordance with
subparagraph 14d(3) below.

The Agency procurement officer and the CONTRACTOR may agree to a settlement
provided the CONTRACTOR has filed a termination claim supported by cost or pricing data
submitted as required and that the settlement does not exceed the total Contract price plus
settlement costs reduced by payments previously made by the STATE, the proceeds of any
sales of goods and manufacturing materials under subparagraph 14c, and the Contract price
of the performance not terminated.

Absent complete agreement under subparagraph 14d(2) the Agency procurement officer
shall pay the CONTRACTOR the following amounts, provided payments agreed 1o under
subparagraph 14d(2) shall not duplicate payments under this subparagraph for the following:

(A)  Contract prices for goods or services accepted under the Contract;

(B)  Costs incurred in preparing to perform and performing the terminated portion of the
performance plus a fair and reasonable profit on such portion of the performance,
such profit shall not include anticipatory profit or consequential damages, less
amounts paid or to be paid for accepted goods or services; provided, however, that if
it appears that the CONTRACTOR would have sustained a loss if the entire
Contract would have been completed, no profit shall be allowed or included and the
amount of compensation shall be reduced to reflect the anticipated rate of loss;

(C) Costs of settling and paying claims arising out of the termination of subcontracts or
orders pursuant to subparagraph 14b. These costs must not include costs paid in
accordance with subparagraph 14d(3)(B);

(M) The reasonable settlement costs of the CONTRACTOR, including accounting, legal,
clerical, and other expenses reasonably necessary for the preparation of settlement
claims and supporting data with respect to the terminated portion of the Contract and
for the termination of subcontracts thereunder, together with reasonable storage,
transportation, and other costs incurred in connection with the protection or
disposition of property allocable to the terminated portion of this Contract. The total
sum to be paid the CONTRACTOR under this subparagraph shall not exceed the
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15.

16.

Hawaii-SAIC.C for P Admini

total Contract price plus the reasonable settlement costs of the CONTRACTOR
reduced by the amount of payments otherwise made, the proceeds of any sales of
supplies and manufacturing materials under subparagraph 14d(2), and the contract
price of performance not terminated.

4) Costs claimed, agreed to, or established under subparagraphs 14d(2) and 14d(3) shall be in
- accordance with Chapter 3-123 (Cost Principles) of the Procurement Rules.

ims B n¢y Proc 0 ions or Omissions

C If any action or omission on the part of the Agency procurement officer (which
term includes the designee of such officer for purposes of this paragraph 15) requiring performance
changes within the scope of the Contract constitutes the basis for a claim by the CONTRACTOR for
additional compensation, damages, or an extension of time for completion, the CONTRACTOR shall
continue with performance of the Contract in compliance with the directions or orders of such
officials, but by so doing, the CONTRACTOR shall not be deemed to have prejudiced any claim for
additional compensation, damages, or an extension of time for completion; provided:

(1 Written notice required. The CONTRACTOR shall give written notice to the Agency
procurement officer:

(A) Prior to the commencement of the performance involved, if at that time the
CONTRACTOR knows of the occurrence of such action or omission;

(B) Within thirty (30) days after the CONTRACTOR knows of the occurrence of such
action or omission, if the CONTRACTOR did not have such knowledge prior to the
commencement of the performance; or

(C) Within such further time as may be allowed by the Agency procurement officer in
writing.

{2) Notice content. This notice shall state that the CONTRACTOR regards the act or omission
as a reason which may entitle the CONTRACTOR to additional compensation, damages, or
an extension of time. The Agency procurement officer, upon receipt of such notice, may
rescind such action, remedy such omission, or take such other steps as may be deemed
advisable in the discretion of the Agency procurement officer;

(3) Basijs must be explained, The notice required by subparagraph 15a(1) describes as clearly as
practicable at the time the reasons why the CONTRACTOR believes that additional
compensation, damages, or an extension of time may be remedies to which the
CONTRACTOR is entitled; and

(C))] Claim must be justified The CONTRACTOR must maintain and, upon request, make
available to the Agency procurement officer within a reasonable time, detailed records to the
extent practicable, and other documentation and evidence satisfactory to the STATE,
justifying the claimed additional costs or an extension of time in connection with such
changes.

CONTRACTOR not excused. Nothing herein contained, however, shall excuse the CONTRACTOR
from compliance with any rules or laws precluding any state officers and CONTRACTOR from
acting in collusion or bad faith in issuing or performing change orders which are clearly not within
the scope of the Contract.

Price adjustment, Any adjustment in the price made pursuant to this paragraph shall be determined in
accordance with the price adjustment provision of this Contract.

Costs and Expenses. Any reimbursement due the CONTRACTOR for per diem and transportation expenses
under this Contract shall be subject to chapter 3-123 (Cost Principles), HAR, and the following guidelines:
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a Reimbursement for air transportation shali be for actual cost or coach class air fare, whichever is fess.

b. Reimbursement for ground transportation costs shall not exceed the actual cost of renting an
intermediate-sized vehicle.

c. Unless prior written approval of the HOPA is obtained, reimbursement for subsistence allowance
(i.e., hotel and meals, etc.) shall not exceed the applicable daily authorized rates for inter-island or
out-of-state travel that are set forth in the current Governor's Executive Order authorizing adjustments
in salaries and benefits for state officers and employees in the executive branch who are excluded
from collective bargaining coverage.

17. ment Procedures: Fin : Cle

a - Original inyoices required, All payments under this Contract shall be made only upon submission by
the CONTRACTOR of original invoices specifying the amount due and certifying that services
requested under the Contract have been performed by the CONTRACTOR according to the Contract.

b. Subject to available funds. Such payments are subject to availability of funds and allotment by the
Director of Finance in accordance with chapter 37, HRS. Further, all payments shall be made in
accordance with and subject to chapter 40, HRS.

c. Prom ment.

(1) ~ Any money, other than retainage, paid to the CONTRACTOR shall be disbursed to
subcontractors within ten (10) days after receipt of the money in accordance with the
terms of the subcontract; provided that the subcontractor has met all the terms and
conditions of the subcontract and there are no bona fide disputes; and

(2) Upon final payment to the CONTRACTOR, full payment to the subcontractor,
including retainage, shall be made within ten (10) days after receipt of the money;
provided that there are no bona fide disputes over the subcontractor's performance
under the subcontract.

d. Final payment. Final payment under this Contract shall be subject to sections 103-53 and 103D-328,
HRS, which require a tax clearance from the Director of Taxation, State of Hawaii, and the Internal
Revenue Service, U.S. Department of Treasury, showing that all delinquent taxes, if any, levied or
accrued under state law and the Intermal Revenue Code of 1986, as amended, against the
CONTRACTOR have been paid. Further, in accordance with section 3-122-112, HAR,
CONTRACTOR shall provide a certificate affirming that the CONTRACTOR has remained in
compliance with all applicable laws as required by this section.

18.  Federal Funds. If this Contract is payable in whole or in part from federal funds, CONTRACTOR agrees that,
as to the portion of the compensation under this Contract to be payable from federal funds, the
CONTRACTOR shall be paid only from such funds received from the federal government, and shall not be
peid from any other funds. Failure of the STATE to receive anticipated federal funds shall not be considered
a breach by the STATE or an excuse for nonperformance by the CONTRACTOR.

19. Modifications of 1
a. In writing, Any modification, alteration, amendment, change, or extension of any term, provision, or

condition of this Contract permitted by this Contract shall be made by written amendment to this
Contract, signed by the CONTRACTOR and the STATE, provided that change orders shall be made
in accordance with paragraph 20 herein.

b. No oral modification. No oral modification, alteration, amendment, change, or extension of any
term, provision, or condition of this Contract shall be permitted. .
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20.

e

Agency procurement officer, By written order, at any time, and without notice 10 any surety, the
Agency procurement officer may unilaterally order of the CONTRACTOR:

(A) Changes in the work within the scope of the Contract; and

®) Changes in the time of performance of the Contract that do not alter the scope of the Contract.
work.

for If any modification increases or decreases the
CONTRACTOR'S cost of or the time required for, performance of any part of the work under this
Contract, an adjustment shatl be made and this Contract modified in writing accordingly. Any
adjustment in contract price made pursuant to this clause shall be determined, where applicable, in
accordance with the price adjustment clause of this Contract or as negotiated.

Claim barred after final payment, No claim by the CONTRACTOR for an adjustment hereunder
shall be allowed if written modification of the Contract is not made prior to final payment under this
Contract.

Claims not barred. In the absence of a written contract modification, nothing in this clause shall be
deemed to restrict the CONTRACTOR'S right to pursue a claim under this Contract or for a breach of
contract.

CPQ approval. If this is a professional services contract awarded pursuant to section 103D-303 or
103D-304, HRS, any modification, alteration, amendment, change, or extension of any term,
provision, or condition of this Contract which increases the amount payable to the CONTRACTOR
by at least $25,000.00 or ten per cent {10%) of the initial contract price, whichever increase is higher,
must receive the prior approval of the CPO.

Tax clearance, The STATE may, at its discretion, require the CONTRACTOR to submit to the
STATE, prior to the STATE'S approval of any modification, alteration, amendment, change, or
extension of any term, provision, or condition of this Contract, a tax clearance from the Director of
Taxation, State of Hawaii, and the Internal Revenue Service, U.S. Department of Treasury, showing
that all delinquent taxes, if any, levied or accrued under state law and the Intemal Revenue Code of
1986, as amended, against the CONTRACTOR have been paid.

Sole source contracts, Amendments to sole source contracts that would change the original scope of
the Contract may only be made with the approval of the CPO. Annual renewal of a sole source
contract for services should not be submitted as an amendment.

Change Order, The Agency procurement officer may, by a written order signed only by the STATE, at any
time, and without notice to any surety, and subject to all appropriate adjustments, make changes within the
general scope of this Contract in any one or more of the following:

(0 Drawings, designs, or specifications, if the goods or services to be furnished are to be
specially provided to the STATE in accordance therewith:

) Method of delivery; or

3) Place of delivery.

Adjustments_of price or time for performance, If any change order increases or decreases the
CONTRACTOR'S cost of, or the time required for, performance of any part of the work under this

Contract, whether or not changed by the order, an adjustment shall be made and the Contract
modified in writing accordingly. Any adjustment in the Contract price made pursuant to this
provision shall be determined in accordance with the price adjustment provision of this Contract.
Failure of the parties to agree to an adjustment shall not excuse the CONTRACTOR from proceeding
with the Contract as changed, provided that the Agency procurement officer promptly and duly
makes the provisional adjustments in payment or time for performance as may be reasonable. By
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proceeding with the work, the CONTRACTOR shall not be deemed to have prejudiced any claim for
additional compensation, or any extension of time for completion.

b. Time period for claim, Within ten (10) days after receipt of a written change order under
subparagraph 20a, unless the period is extended by the Agency procurement officer in writing, the
CONTRACTOR shall respond with a claim for an adjustment. The requirement for a timely written
response by CONTRACTOR cannot be waived and shall be a condition precedent to the assertion of
a claim.

c. Claim barred after final payment, No claim by the CONTRACTOR for an adjustment hereunder
shall be allowed if a written response is not given prior to final payment under this Contract,

d. Other claims not barred, In the absence of a change order, nothing in this paragraph 20 shall be
deemed to restrict the CONTRACTOR'S right to pursue a claim under the Contract or for breach of
contract.

21. rice Adj

a. Price adjustment, Any adjustment in the contract price pursuant to a provision in this Contract shall
be made in one or more of the following ways:

{1 By agreement on a fixed price adjustment before commencement of the pertinent
performance or as soon thereafter as practicable;

(2) By unit prices specified in the Contract or subsequently agreed upon;

(3) By the costs attributable to the event or situation covered by the provision, plus appropriate
profit or fee, all as specified in the Contract or subsequently agreed upon;

(4) In such other manner as the parties may mutually agree; or

3 In the absence of agreement between the parties, by a unilateral determination by the Agency
procurement officer of the costs attributable to the event or situation covered by the
provision, plus appropriate profit or fee, all as computed by the Agency procurement officer
in accordance with generally accepted accounting principles and applicable sections of
chapters 3-123 and 3-126, HAR.

b. Submission of cost or pricing data. The CONTRACTOR shall provide cost or pricing data for any
price adjustments subject to the provisions of chapter 3-122, HAR.
22. Variation in Quantity for Definite Quantity Contracts, Upon the agreement of the STATE and the °

CONTRACTOR, the quantity of goods or services, or both, if a definite quantity is specified in this Contract,
may be increased by a maximum of ten per cent (10%); provided the unit prices will remain the same except
for any price adjustments otherwise applicable; and the Agency procurement officer makes a written
determination that such an increase will either be more economical than awarding another contract or that it
would not be practical to award another contract.

23, Changes in Cost-Rgimbursement Contract. If this Contract is a cost-reimbursement contract, the following
provisions shall apply:

a The Agency procurement officer may at any time by written order, and without notice to the sureties,
if any, make changes within the general scope of the Contract in any one or more of the following:

(n Description of performance (Attachment 1);
2) Time of performance (i.e., hours of the day, days of the week, etc.);

(k)] Place of performance of services;
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24,

25,

26.

27.

4) Drawings, designs, or specifications when the supplies to be furnished are to be specially
manufactured for the STATE in agccordance with the drawings, designs, or specifications;

{5) Method of shipment or packing of supplies; or
(6) Place of delivery.

b. If any change causes an increase or decrease in the estimated cost of, or the time required for
performance of, any part of the performance under this Contract, whether or not changed by the
order, or otherwise affects any other terms and conditions of this Contract, the Agency procurement
officer shall make an equitable adjustment in the (1) estimated cost, delivery or completion schedule,
or both; (2) amount of any fixed fee; and (3) other affected terms and shall modify the Contract
accordingly.

c. The CONTRACTOR must assert the CONTRACTOR'S rights to an adjustment under this provision
within thirty (30) days from the day of receipt of the written order. However, if the Agency
procurement officer decides that the facts justify it, the Agency procurement officer may receive and
act upon a proposal submitted before final payment under the Contract.

d. Failure to agree to any adjustment shall be a dispute under paragraph 11 of this Contract. However,
nothing in this provision shall excuse the CONTRACTOR from proceeding with the Contract as
changed.

e. Notwithstanding the terms and conditions of subparagraphs 23a and 23b, the estimated cost of this

Contract and, if this Contract is incrementally funded, the funds allotted for the performance of this
Contract, shall not be increased or considered to be increased except by specific written modification
of the Contract indicating the new contract estimated cost and, if this contract is incrementally
funded, the new amount allotted to the contract.

f rial

a. All material given to or made available to the CONTRACTOR by virtue of this Contract, which is
identified as proprietary or confidential information, will be safeguarded by the CONTRACTOR and
shall not be disclosed to any individual or organization without the prior written approval of the
STATE.

b. All information, data, or other material provided by the CONTRACTOR to the STATE shall be
subject to the Uniform Information Practices Act, chapter 92F, HRS.

Publjcity, The CONTRACTOR shall not refer to the STATE, or any office, agency, or officer thereof, or any
state employee, including the HOPA, the CPO, the Agency procurement officer, or to the services or goods,
or both, provided under this Contract, in any of the CONTRACTOR'S brochures, advertisements, or other
publicity of the CONTRACTOR. All media contacts with the CONTRACTOR about the subject matter of
this Contract shall be referred to the Agency procurement officer.

Ownership Rights and Copyright, The STATE shall have complete ownership of all material, both finished
and unfinished, which is developed, prepared, assembled, or conceived by the CONTRACTOR pursuant to
this Contract, and all such material shall be considered "works made for hire." All such material shall be
delivered to the STATE upon expiration or termination of this Contract. The STATE, in its sole discretion,
shall have the exclusive right to copyright any product, concept, or material developed, prepared, assembled,
or conceived by the CONTRACTOR pursuant to this Contract,

Liens and Warranties, Goods provided under this Contract shall be provided free of all liens and provided
together with all applicable warranties, or with the warranties described in the Contract documents, whichever
are greater.
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28.

29.

30.

31.

32.

33.

34,

35,

and R The STATE may, at reasonable times and places, audit
the books and records of the CONTRACTOR, prospective contractor, subcontractor, or prospective
subcontractor which are related to:

a The cost or pricing data, and
b, A state contract, including subcontracts, other than a firm fixed-price contract.
Cost or Pricing Data, Cost or pricing data must be submitted to the Agency procurement officer and timely

certified as accurate for contracts over $100,000 unless the contract is for a multiple-term or as otherwise
specified by the Agency procurement officer. Unless otherwise required by the A gency procurement officer,

- cost or pricing data submission is not required for contracts awarded pursuant to competitive sealed bid

procedures.

If certified cost or pricing data are subsequently found to have been inaccurate, incomplete, or noncurrent as
of the date stated in the certificate, the STATE is entitled to an adjustment of the contract price, including
profit or fee, to exclude any significant sum by which the price, including profit or fee, was increased because
of the defective data. It is presumed that overstated cost or pricing data increased the contract price in the
amount of the defect plus related overhead and profit or fee. Therefore, unless there is a clear indication that
the defective data was not used or relied upon, the price will be reduced in such amount,

Aygjmm_mﬂl_ggg_m When cost or pricing princlples are applicable, the STATE may require an
audit of cost or pricing data.

Records Retention, The CONTRACTOR and any subcontractors shall maintain the books and records that
relate to the Contract and any cost or pricing data for three (3) years from the date of final payment under the
Contract.

Antitrust Clajms. The STATE and the CONTRACTOR recognize that in actual economic practice,
overcharges resulting from antitrust violations are in fact usually borne by the purchaser. Therefore, the
CONTRACTOR hereby assigns to STATE any and all claims for overcharges as to goods and materials
purchased in connection with this Contract, except as to overcharges which result from violations
commencing after the price is established under this Contract and which are not passed on to the STATE
under an escalation clause.

Patented Articles. The CONTRACTOR shall defend, indemnify, and hold harmless the STATE, and its
officers, employees, and agents from and against all liability, loss, damage, cost, and expense, including all
attorneys fees, and all claims, suits, and demands arising out of or resulting from any claims, demands, or
actions by the patent holder for infringement or other improper or unauthorized use of any patented article,
patented process, or patented appliance in connection with this Contract. The CONTRACTOR shall be solely
responsible for correcting or curing to the satisfaction of the STATE any such infringement or improper or
unauthorized use, including, without limitation: () furnishing at no cost to the STATE a substitute article,
process, or appliance acceptable to the STATE, (b) paying royalties or other required payments to the patent
holder, (c) obtaining proper authorizations or releases from the patent holder, and (d) furnishing such security
to or making such arrangements with the patent holder as may be necessary to correct or cure any such
infringement or improper or unauthorized use.

Governing Law. The validity of this Contract and any of its terms or provisions, as well as the rights and
duties of the parties to this Contract, shall be governed by the laws of the State of Hawaii. Any action at law
or in equity to enforce or interpret the provisions of this Contract shall be brought in a state court of
competent jurisdiction in Honolulu, Hawaii.

Compliance with [aws, The CONTRACTOR shall comply with all federal, state, and county laws,
ordinances, codes, rules, and regulations, as the same may be amended from time to time, that in any way
affect the CONTRACTOR'S performance of this Contract.
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36.

37

38.

39.

40.

41.

42.

Conflict Between General Conditions and Progurement Rules. In the event of a conflict between the General

Conditions and the procurement rules, the procurement rules in effect on the date this Contract became
effective shall control and are hereby incorporated by reference.

Entire Contract, This Contract sets forth all of the agreements, conditions, understandings, promises,
warranties, and representations between the STATE and the CONTRACTOR relative to this Contract. This
Contract supersedes all prior agreements, conditions, understandings, promises, warranties, and
representations, which shall have no further force or effect. There are no agreements, conditions,
understandings, promises, warranties, or representations, oral or written, express or implied, between the
STATE and the CONTRACTOR other than as set forth or as referred to herein.

Severnbjlity, In the event that any provision of this Contract is declared invalid or unenforceable by a court,
such invalidity or unenforceability shall not affect the validity or enforceability of the remaining terms of this
Contract.

Whaiver, The failure of the STATE to insist upon the strict compliance with any term, provision, or condition
of this Contract shall not constitute or be deemed to constitute a waiver or relinquishment of the STATE'S
right to enforce the same in accordance with this Contract. The fact that the STATE specifically refers to one
provision of the procurement rules or one section of the Hawaii Revised Statutes, and does not include other
provisions or statutory sections in this Contract shall not constitute a waiver or relinquishment of the
STATE'S rights or the CONTRACTOR'S obligations under the procurement rules or statutes.

Pollution Control, If during the performance of this Contract, the CONTRACTOR encounters a "release” or
a "threatened release" of a reportable quantity of a "hazardous substance," "pollutant,” or "contaminant” as
those terms are defined in section 128D-1, HRS, the CONTRACTOR shall immediately notify the STATE
and all other appropriate state, county, or federal agencies as required by law. The Contractor shall take all
necessary actions, including stopping work, to avoid causing, contributing to, or making worse a release of a
hazardous substance, pollutant, or contaminant, and shall promptly obey any orders the Environmental
Protection Agency or the state Department of Health issues in response to the release. Inthe event there is an
ensuing cease-work period, and the STATE determines that this Contract requires an adjustment of the time
for performance, the Contract shall be modified in writing accordingly.

Campaign Contributions. The CONTRACTOR is hereby notified of the applicability of 11-205.5, HRS,
which states that campaign contributions are prohibited from specified state or county government contractors
during the terms of their contracts if the contractors are paid with funds appropriated by a legislative body.
Confidentiality of Pgréonal Informatign,
a. Definitions.
"Personal information” means an individual's first name or first initial and last name in
combination with any one or more of the following data elements, when either name or data
elements are not encrypted:
(§)) Social security number;

2) Driver's license number or Hawaii identification card number; or

3) Account number, credit or debit card number, access code, or password that would permit
access to an individual's financial information.

Personal information does not include publicly available information that is lawfully made
available to the general public from federal, state, or local government records.

"Technological safeguards" means the technology and the policy and procedures for use of the
technology to protect and control access to personal information.

AG-008 Rev. 8/29/2008 I-14



CA HEARING EXHIBIT 1
Docket No. 2008-0083
Page 66 of 86

b. Confidentiality of Materjal.

(1

2)

3

4)

(5)

(6)

m

(2

All material given to or made available to the CONTRACTOR by the STATE by virtue
of this Contract which is identified as personal information, shall be safeguarded by the
CONTRACTOR and shall not be disclosed without the prior written approval of the
STATE.

CONTRACTOR agrees not to retain, use, or disclose personal information for any
purpose other than as permitted or required by this Contract.

CONTRACTOR agrees to implement appropriate "technological safeguards” that are
accepiable to the STATE to reduce the risk of unauthorized access to personal
information.

CONTRACTOR shall report to the STATE in a prompt and complete manner any
security breaches involving personal information.

CONTRACTOR agrees to mitigate, to the extent practicable, any harmful effect that is
known to CONTRACTOR because of a use or disclosure of personal information by
CONTRACTOR in violation of the requirements of this paragraph.

CONTRACTOR shall complete and retain a log of ali disclosures made of personal
information received from the STATE, or personal information created or received by
CONTRACTOR on behalf of the STATE.

warene ini Con iality Agreements.

CONTRACTOR certifies that all of its employees who will have access to the personal
information have completed training on security awareness topics relating to protecting
personal information.

CONTRACTOR certifies that confidentiality agreements have been signed by all of its
employees who will have access to the personal information acknowledging that:

{A)  The personal information collected, used, or maintained by the CONTRACTOR
will be treated as confidential;

(B) Access to the personal information will be allowed only as necessary to perform
the Contract; and :

© Use of the personal information will be restricted to uses consistent with the
services subject to this Contract.

d. Termination for Cause. In addition to any other remedies provided for by this Contract, if the
STATE leamns of a material breach by CONTRACTOR of this paragraph by CONTRACTOR, the
STATE may at its sole discretion:

)
(2)

Provide an opportunity for the CONTRACTOR to cure the breach or end the violation; or

Immediately terminate this Contract.

In either instance, the CONTRACTOR and the STATE shall follow chapter 487N, HRS, with
respect to notification of a security breach of personal information.

AG-008 Rev. 872972008
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e. Records Retention.

(m

2)

AG-008 Rev 82972008

Upon any termination of this Contract, CONTRACTOR shall pursuant to chapter 487R,
HRS, destroy all copies (paper or electronic form) of personal information received from
the STATE.

The CONTRACTOR and any subcontractors shall maintain the files, books, and records,
that relate to the Contract, including any personal information created or received by the
CONTRACTOR on behalf of the STATE, and any cost or pricing data, for three (3) years
after the date of final payment under the Contract. The personal information shall
continue to be confidential and shall not be disclosed without the prior written approval
of the STATE. After the three (3) year retention period has ended, the files, books, and
records that contain personal information shall be destroyed pursuant to chapter 487R,
HRS.
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ATTACHMENT J
SPECIAL CONDITIONS

This Contract may be executed in one or more counterparts, each of which shall be
deemed to be an original, but all of which shall constitute one and the same instrument.

Paragraph 1 — Coordination of Services by the STATE of the General Conditions is
replaced by:

Coordination of Services by the Commission. The head of the purchasing agency
(“HOPA") (which term includes the designee of the HOPA) shall coordinate the services

to be provided by the Contractor in order to complete the performance required in the
Contract. The Contractor shall maintain communications with HOPA at all stages of the
Contractor's Work, and submit to HOPA for resolution any questions which may arise as
to the performance of this Contract. "Purchasing agency” as used in these General
Conditions means and includes any governmental body which is authorized under chapter
103D, HRS, or its implementing rules and procedures, or by way of delegation, to enter
into contracts for the procurement of goods or services or both.

Paragraph 2¢. — Relationship of Parties; _ Independent Contractor
Responsibilities,Including Tax Responsibilities of the General Conditions is replaced by:

c. The CONTRACTOR shall be responsible for the accuracy, completeness, and
adequacy of the CONTRACTOR'S performance under this Contract.

Paragraph 5. — Conflicts of Interest of the General Conditions is replaced by:

Conflict of Interest Provision: . The Contractor will administer the Program under and
in accordance with the Organizational Conflict of Interest Mitigation Plan dated February
25, 2009 by employing the mitigation techniques contained therein to ensure that the
Contractor’s role as the Program Administrator or its subcontractor’s relationship with
the Program Administrator and the Contractor and subcontractor(s) roles with the
Contract Manager and Fiscal Agent does not give either of them an actual or perceived
unfair competitive advantage in the bidding process or create a financial gain or bias for
Contractor or its subcontractor(s) as a result of their relationship with the Contract
Manager or the Fiscal Agent. '

If the Contractor or any of its subcontractors advises a customer to use performance
contracting associated with and stemming directly from the Program being administered
by the Contractor and the Contractor or its subcontractor desires to bid for that contract,
the Contractor or its subcontractor shall notify the Contract Manager in advance of
submitting a bid.

The Commission and State agree and accept that all other efforts and projects (not
associated or stemming from the Program) being performed by the Contractor and/or
subcontractors shall not be considered a conflict of interest and no disclosure will be

I-1
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required. A sample of these non Program types of contracts/projects are Information
Technical (IT), Sofiware Projects, Architectural and Engineering (A&E) Services,
Environmental Studies, and Design/Build Projects, if they are unrelated to any Program
activity.

Contractor and its subcontractor(s) may engage in normal business activities and routine
business interaction with the Contract Manager and the Fiscal Agent during the
performance their duties, obligations, or interests under this contract for the
Administration of the Program. These activities or any other activities directly related to
this Contract will not create an actual or perceived unfair competitive advantage,
financial gain or bias for the Contractor or its subcontractor’s and their employees.
However, the Contractor and subcontractor(s) shall not develop, pursue, or confirm any
such conflicting beneficial, contractual, or business relationships outside the performance
of this contract with the Contract Manager or the Fiscal Agent throughout the term of
this Contract, and for 6 months thereafter, without the written permission of the
Commission. Contractor is obligated to promptly and fully inform the Commission of
any actual or perceived conflicts of interest in regard to conflicting beneficial,
contractual, or business relationships on the part of either the Contractor or the
subcontractor.

Paragraph 6 — Subcontracts and Assignments of the General Conditions is replaced by:

Subcontracts and Assignments. The Contractor may subcontract the performance of the
Contractor's duties, obligations, or interests under this Contract without approval of the
Commission, provided that the performance of the Contractor's Work under this Contract
shall remain the sole responsibility of and under the sole control, management, and
supervision of the Contractor. The Contractor shall be responsible for all matters
involving any subcontractor engaged under this Contract, including contract compliance,
performance and dispute resolution between itself and subcontractor(s). Contractor shall
be responsible for alrac;ions of subcontractor(s) and all payments to subcontractor(s).
Failure of subcontractor(s) to perform for any reason does not relieve Contractor of
responsibility for the competent and timely performance of its Work. The Commission
shall have no responsibility for subcontractor(s)’ compliance, performance, or dispute
resolution hereunder. Contractor shall include in all subcontract agreements a tax
clearance certificate from the Director of Taxation, State of Hawaii, and the Internal
Revenue Service, U.S. Department of Treasury, showing that all delinquent taxes, if any,
levied or accrued under state law and the Internal Revenue Code of 1986, as amended,
against the Contractor’s assignee or subcontractor have been paid. Additionally, no
assignment by the Contractor of the Contractor's right to compensation under this
Contract shall be effective unless and until the assignment is approved by the
Comptroller of the State of Hawaii, as provided in section 40-58, HRS.

a. Recognition of a successor in interest. When in the best interest of the State, a
successor in interest may be recognized in an assignment contract in which the
Commission, the Contractor and the assignee or transferee (hereinafter referred to
as the "Assignec") agree that:

(1) The Assignee assumes all of the Car;rracroris obligations; and

J-2
Attachment J_Special Conditions.2009-03-03.doc



CA HEARING EXHIBIT 1
Docket No. 2008-0083
Page 70 of 86

Hawaii < SAIC C for P \mii

(2) The Contractor remains liable for all obligations under this Contract but
waives al} rights under this Contract as against the Commission.

b. Change of name, When the Contractor asks to change the name in which it holds
this Contract with the Commission, the procurement officer of the purchasing
agency (hereinafter referred to as the "Agency procurement officer™) shall, upon
receipt of a document acceptable or satisfactory to the Agency procurement
officer indicating such change of name (for example, an amendment to the
Contractor's articles of incorporation), enter into an amendment to this Contract
with the Contractor to effect such a change of name. The amendment to this
Contract changing the Contractor’s name shall specifically indicate that no other
terms and conditions of this Contract are thereby changed.

c. Reports. All assignment contracts and amendments to this Confract effecting
changes of the Contractor's name or novations hereunder shall be reported to the
chief procurement officer (CPO) as defined in section 103D-203(a), HRS, within
thf}rty days of the date that the assignment contract or amendment becomes
effective.

d. Actions affecting more than ong purchasing agency. Notwithstanding the
provisions of subparagraphs 6a through 6c herein, when the Contractor holds

contracts with more than one purchasing agency of the State, the assignment
contracts and the novation and change of name amendments herein authorized
shall be processed only through the CPO's office.

Paragraph 7 — Indemnification and Defense of the General Conditions is replaced by:

Indemnification _and_Defense. The Contractor shall defend, indemnify, and hold
harmless the State of Hawaii, the contracting agency, and their officers, employees, and
agents from and against all liability, loss, damage, cost, and expense, including all
attorneys' fees, and all claims, suits, and demands therefore, as a result of the sole
negligent or willful acts or omissions of the Contractor or the Contractor's employees,
officers, agents, or subcontractors under this Contract

Paragraph 8 — Cost of Litigation of the General Conditions has replaced by:
Cost of Litigation, In case the State or Commission shall, without any fault on its part, be
made a party to any litigation commenced by or against the Contractor in connection

with this Contract, the Contractor shall pay all costs and expenses incurred by or
imposed on the State or Commission, including attorneys' fees.

Paragraph 9 — Liquidated Damages of the General Conditions is deleted.

Paragraph 10 — STATE’S Right of Offset of the General Conditions has been replaced
by:

Commission's Right of Offset. The Commission may offset against any monies or other
obligations the Commission owes to the Contractor under this Contract, any amounts
owed to the State of Hawaii by the Contractor under this Contract or pursuant to any law
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or other obligation owed to the State of Hawaii by the Contractor, including, without
limitation, the payment of any taxes or levies of any kind or nature. The Commission will
notify the Contractor in writing of any offset and the nature of such offset. For purposes
of this paragraph, amounts owed to the State of Hawaii shall not include debts or
obligations which have been liquidated, agreed to by the Contractor, and are covered by
an installment payment or other settlement plan approved by the State of Hawaii,
provided, however, that the Contractor shall be entitled to such exclusion only to the
extent that the Contractor is current with, and not delinquent on, any payments or
obligations owed to the State of Hawaii under such payment or other settlement plan,

Paragraph 12 — Suspepsion of Contract of the General Conditions has been replaced by:

Suspension of Contract, The Commission reserves the right at any time and for an
reason to suspend this Contract for any reasonable period, upon written notice to the
Contractor in accordance with the provisions herein.

a. Order to stop performance. The Agency procurement officer may, by written
order to the Contractor, at any time, and without notice to any surety, require the
Contractor to stop all or any part of the performance called for by this Contract.
This order shall be for a specified period not exceeding sixty (60) days after the
order is delivered to the Contractor, unless the parties agree to any further period.
Any such order shall be identified specifically as a stop performance order issued
pursuant to this section. Stop performance orders shall include, as appropriate:
(1) A clear description of the work to be suspended; (2) Instructions as to the
issuance of further orders by the Contractor for material or services; (3) Guidance
as to action to be taken on subcontracts; and (4) Other instructions and
suggestions to the Contractor for minimizing costs. Upon receipt of such an
order, the Contractor shall forthwith comply with its terms and suspend all
performance under this Contract at the time stated, provided, however, the
Contractor shall take all reasonable steps to minimize the occurrence of costs
allocable to the performance covered by the order during the period of
performance stoppage. Before the stop performance order expires, or within any
further period to which the parties shall have agreed, the Agency procurement
officer shall either:

nH Cancel the stop performance order; or

(2)  Terminate the performance covered by such order as provided in the
termination for default provision or the termination for convenience
provision of this Contract.

b. Cancellation or expiration of the order, If a stop performance order issued under

this section is cancelled at any time during the period specified in the order, or if

the period of the order or any extension thereot expires, the Contractor shall have
the right to resume performance. An appropriate adjustment shall be made in the
delivery schedule or contract price, or both, and the Contract shall be modified in
writing accordingly, if:

(1) The stop performance order results in an increase in the time required for,
or in the Contractor cost properly allocable to, the performance of any
part of this Contract; and
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11,

12,

13.

14.

(2)  The Contractor asserts a claim for such an adjustment within thirty (30)
days after the end of the period of performance stoppage; provided that, if
the Agency procurement officer decides that the facts justify such action,
any such claim asserted may be received and acted upon at any time prior
to final payment under this Contract.

c. Termination of stopped performance, If a stop performance order is not cancelled
and the performance covered by such order is terminated for default or

convenience, the reasonable costs resulting from the stop performance order shall
be allowable by adjustment or otherwise.

d. Adjustment of price. Any adjustment in contract price made pursuant to this
paragraph shall be determined in accordance with the price adjustment provision
of this Contract.

Paragraph 13b.— Termination for Default — Contractor’s duties of the General Conditions
is replaced by:

b. Contractor duties, Notwithstanding termination of the Contract and subject to
any directions from the Agency procurement officer, the Contractor shall take
timely, reasonable, and necessary action to protect and preserve property in the
possession of the Contractor in which the State or Commission has an interest.

Paragraph 13c. — Termination for Default — Compensation of the General Conditions is

replaced by: _

c. Compensation. Payment for completed goods and services delivered and
accepted by the Commission shall be at the price set forth in the Conrract.
Payment for the protection and preservation of property shall be in an amount
agreed upon by the Contractor and the Agency procurement officer. If the parties
fail to agree, the Agency procurement officer shall set an amount subject to the
Contractor's rights under chapter 3-126, HAR. The Commission may withhold
from amounts due the Contractor such sums as the Agency procurement officer
deems to be necessary to protect the State or Commission against loss because of
outstanding liens or claims and to reimburse the State or Commission for the
excess costs expected to be incurred by the State or Commission in procuring
similar goods and services.

Paragraph 13d. — Termination for Default — Excuse for nonperformance or delayed
performance of the General Conditions is deleted.

Paragraph 13e. — Termination for Default - Erroneous termination for defaylt of the

General Conditions is reptaced by:

. Erroneous termination for default. If, after notice of termination of the
CONTRACTOR'S right to proceed under this paragraph, it is determined for any
reason that the CONTRACTOR was not in default under this paragraph, the rights
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15.

and obligations of the parties shall be the same as if the notice of termination had
been issued pursuant to paregraph 14.

Paragrah 14 — Termination for Convenience of the General Conditions is replaced by:

Termination for Convenience.

a.

I'ermination, The Agency procurement officer may, when the interests of the
State or Commission so require, terminate this Contract in whole or in part, for
the convenience of the State or Commission. The Agency procurement officer
shall give written notice of the termination to the Contractor specifying the part
of the Contract terminated and when termination becomes effective,

Contractor's obligations. The Contractor shall incur no further obligations in
connection with the terminated performance and on the date(s) set in the notice of
termination the Contractor will stop performance to the extent specified. The
Contractor shall also terminate outstanding orders and subcontracts as they relate
to the terminated performance. The Contractor shall settle the liabilities and
claims arising out of the termination of subcontracts and orders connected with
the terminated performance subject to the Commission's approval. The Agency
procurement officer may direct the Contractor to assign the Contractor 's right,
title, and interest under terminated orders or subcontracts to the Commission. The
Contractor must still complete the performance not terminated by the notice of
termination and may incur obligations as necessary to do so.

Right t6 goods and work product, The Agency procurement officer may require
the Contractor to transfer title and deliver to the Commission in the manner and to

the extent directed by the Agency procurement officer:
1) Any completed goods or work product; and

(2)  The partially completed goods and materials, parts, tools, dies, jigs,
fixtures, plans, drawings, information, and contract rights (hereinafter
called "manufacturing material") as the Contractor has specifically
produced or specially acquired for the performance of the terminated part
of this Contract.

The Contractor shall, upon direction of the Agency procurement officer, protect
and preserve property in the possession of the Contractor in which the
Commission has an interest. 1f the Agency procurement officer does not exercise
this right, the Contractor shall use best efforts to sell such goods and
manufacturing materials. Use of this paragraph in no way implies that the
Commission has breached the Contract by exercise of the termination for
convenience provision,

Compensation.

(1)  The Contractor shall submit a termination claim specifying the amounts
due because of the termination for convenience, submitted to the extent
required by chapter 3-122, HAR, bearing on such claim. If the Contractor
fails to file a termination claim within one year from the effective date of
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16.  Paragraph 15(4

termination, the Agency procurement officer may pay the Contractor, if at
all, an amount set in accordance with subparagraph 14d(3) below.

The Agency procurement officer and the Contractor may agree to a
settlement provided the Contractor has filed a termination claim that the
settlement does not exceed the total Contract price plus settlement costs
reduced by payments previously made by the Commission, the proceeds of
any sales of goods and manufacturing materials under subparagraph 14c,
and the Contract price of the performance not terminated.

Absent complete agreement under subparagraph 14d(2) the Agency
procurement officer shall Jaay the Contractor the following amounts,
provided payments agreed to under subparagraph 14d(2) shall not
duplicate payments under this subparagraph for the following:

(A) Costs incurred in preparing to perform and performing the

terminated portion of the performance plus a fair and reasonable

rofit on such portion of the performance, such profit shall not
include anticipatory profit or consequential damages, however, that
if it appears that the Contractor would have sustained a loss if the
entire Contract would have been completed, no profit shall be
allowed or included and the amount of compensation shall be
reduced to reflect the anticipated rate of loss;

(B)  Costs of settling and paying claims arising out of the termination
of subcontracts or orders pursuant to subparagraph 14b. These

costs must not include costs paid in accordance with subparagraph
14d(3)(A);

(C)  The reasonable settlement costs of the Contractor, including
accounting, legal, clerical, and other expenses reasonably
necessary for the preparation of sertlement claims and supporting
data with respect to the terminated portion of the Contract and for
the termination of subcontracts thereunder, together with
reasonable storage, transportation, and other costs incurred in
connection with the protection or disposition of property allocable
to the terminated portion of this Contract. The total sum to be paid
the Contractor under this subparagraph shall not exceed the total
Contract price plus the reasonable settlement costs of the
Contractor reduced by the amount of payments otherwise made,
the proceeds of any sales of supplies and manufacturing materials
under subparagraph 14d(2), and the contract price of performance
not terminated.

— Claims Based on_the Agenc curement Officer’s Actions or

Omissions — Claim must be justified of the General Conditions is replaced by:

“

Claim must be justified. The Contractor must maintain and, upon request,
make available to the Agency procurement officer within a reasonable
time, detailed records to the extent practicable, and other documentation
and evidence satisfactory to the Commission, justifying the claimed
additional costs or an extension of time in connection with such changes.
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18.

19.

20.

21.

Paragraph 18 — Federal Funds of the General Conditions is deleted.

Paragraph 193 — Modifications of Contract — In writing of the General Conditions is
replaced by:

a. In writing, Any modification, alteration, amendment, change, or extension of any
term, provision, or condition of this Contract permitted by this Contract shall be
made by written amendment to this Contract, signed by the Contractor and the
Commission, provided that change orders shall be made in accordance with

paragraph 20 herein.

Paragraph 19i — Modifications of Contract - Sole source contracts of the General
Conditions is deleted,

Paragraph 19 — Modifications of Contract — Tax clearance of the General Conditions is
replaced by:

h. Tax clearance, The Commission may, at its discretion, require the Contractor to
submit to the Commission, prior to the Commission's approval of any
modification, alteration, amendment, change, or extension of any term, provision,
or condition of this Contract, a tax clearance from the Director of Taxation, State
of Hawaii, and the Internal Revenue Service, U.S. Department of Treasury,
showing that all delinquent taxes, if any, levied or accrued under state law and the
lnt%mal Revenue Code of 1986, as amended, against the Contractor have been
paid.

Paragraph 20 — Change Order of the General Conditions is replaced by:

Change Order. The Agency procurement officer may, by a written order signed only by
the Commission, at any time, and without notice to any surety, and subject to all
appropriate adjustments, make changes within the general scope of this Contract in any
one or more of-the following:

(D Drawings, designs, or specifications, if the goods or services to be
furnished are to be specially provided to the Commission in accordance
therewith;

(2) Method of delivery; or
(3)  Place of delivery.

a. Adjustments of price or time for performance. If any change order increases or
decreases the Contractor s cost of, or the time required for, performance of any
part of the work under this Contract, whether or not changed by the order, an
adjustment shall be made and the Contract modified in writing accordingly. Any
adjustment in the Contract price made pursuant to this provision shall be
determined in accordance with the price adjustment provision of this Contract.
Failure of the parties to agree to an adjustment shall not excuse the Contractor
from proceeding with the Contract as changed, provided that the Agency

I-8
Attachment J_Special Conditions.2009-03-03.doc



CA HEARING EXHIBIT 1
Docket No. 2008-0083
Page 76 of 86

22.

23.

24.

procurement officer promptly and duly makes the provisional adjustments in
payment or timg for performance as may be reasonable. By proceeding with the
work, the Contractor shall not be deemed to have prejudiced any claim for
additional compensation, or any extension of time for completion.

b. Time period for ¢laim. Within ten (10) days after receipt of a written change
order under subparagraph 20a, unless the period is extended by the Agency
procurement officer in writing, the Contractor shall respond with a claim for an
adjustment. The requirement for a timely written response by Contractor cannot
be waived and shall be a condition precedent to the assertion of a claim.

c. Claim barred after final payment. No claim by the Contractor for an adjustment
hereunder shall be allowed if a written response is not given prior to final
payment under this Contract.

d. Other claims not barred. In the absence of a change order, nothing in this
paragraph 20 shall be deemed to restrict the Contractor s right to pursue a claim
under the Contract or for breach of contract.

Paragraph 21b — Price Adjustment, Submission of cost or pricing data of the General
Conditions is deleted.

Paragraph 22 — Variation in Quantity for Definite Quantity Contracts of the General

Conditions has been replaced by:

Variation in Quantity for Definite Quantity Contracts. Upon the agreement of the

Commission and the Contractor, the quantity of goods or services, or both, if a definite
quantity is specified in this Contract, may be increased by a maximum of ten per cent
(10%); provided the unit prices will remain the same except for any price adjustments
otherwise applicable; and the Agency procurement officer makes a written determination
that such an increase will either be more economical than awarding another contract or
that it would not be practical to award another contract.

Paragraph 23a — Changes in Cost-Reimbursement Contract of the General Conditions is
replaced by:

The Agency procurement officer may at any time by written order, and without notice to
the sureties, if any, make changes within the general scope of the Confract in any one or
more of the following:

(1)  Description of performance (Attachment 1);

(2)  Time of performance (i.e., hours of the day, days of the week, etc.);

(3)  Place of performance of services;

(4)  Drawings, designs, or specifications when the supplies to be furnished are
to be specially manufactured for the Commission in accordance with the
drawings, designs, or specifications;

(5) ©  Method of shipment or packing of supplies; or

1-9
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25.

26.

27.

(6) Place of delivery.

Paragraph 24 — Confidentiality of Material of the General Conditions is replaced by:
Co jality of Material.

a. All material given to or made available to the Contractor by virtue of this
Contract, which is identified as proprietary or confidential information, will be
safeguarded by the Confractor and shall not be disciosed to any individual or
organization without the prior written approval of the Commission. For purposes
of this section Contractor includes Contractor s staff, counsel, and any
consultants retained by the Contractor that need to view any such proprietary or
Egnﬁdential information for the purposes of performing the Work under this

oniract.

b. All information, data, or other material provided by the Confractor to the
Commission shall be subject to the Uniform Information Practices Act, chapter
92F, HRS. -

Paragraph 25 — Publicity of the General Conditions is replaced by:

Publicity. Unless approved by the Stare, the Contractor shall not refer to the State, or
any office, agency, or officer thereof, or any state employee, including the HOPA, the
CPO, the Agency procurement officer, or to the services or goods, or both, provided
under this Contract, in any of the Contractor’s brochures, advertisements, or other
publicity of the Contractor.

Paragraph 26 — Qwnership Rights and Copyright of the Genera! Conditions is replaced
by:

Intellectual Property

(8) The State and Contractor shall each retain ownership of, and all right, title and
interest in and to, their respective, pre-existing Intellectual Property (as hereinafier
defined), and no license therein, whether express or implied, is granted by this Contract
or as a result of the Work. To the extent the parties wish to grant to the other rights or
interests in pre-existing Intellectual Property, separate license agreements on mutually
acceptable terms will be executed.

(b} Contractor grants to the State a royalty-free, paid up, worldwide, perpetual, non-
exclusive, non-transferable license to use any Contractor Intellectual Property
incorporated in any Deliverable, solely for the State 's use of that Deliverable for its
internal business purposes. Contractor shall retain ownership of and unrestricted right
to use any Intellectual Property produced pursuant to this Contract.

(€)  Asused herein, “Intellectual Property” shal! mean inventions (whether or not
patentable), works of authorship, trade secrets, techniques, know-how, ideas, concepts,
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algorithms, and other intellectual property incorporated in any Deliverable and first
created or developed by doing the Work, provided that “Intellectual Property” shall not
include any materials, ideas, concepts, or branding related to the marketing of the
Contractor’s Work..

28.  Paragraph 28 — Audit of Books and Records of the CONTRACTOR of the General

Conditions is deleted:
29.  Paragraph 29 — Cost or Pricing Data of the General Conditions is deleted.

30.  Peragraph 30 ~ Audit of Cost or Pricing Data of the General Conditions is deleted.
31.  Paragraph 31 — Records Retention of the General Conditions is replaced by:

Records Retention. The Contractor and any subcontractors shall maintain the books and
records that relate to the Contract for three (3) years from the date of final payment under
the Contract.

32.  Paragraph 32 — Antitrust Claims of the General Conditions is deleted:

. 33.  Paragraph 33 — Patented Articles of the General Conditions is replaced by:
Patented Articles The Contractor shall defend, indemnify, and hold harmless the State
and Commission, and its officers, employees, and agents from and against all liability,
loss, damage, cost, and expense, including all attorneys fees, and all claims, suits, and
demands arising out of or resulting from any claims, demands, or actions by the patent
holder for infringement or other improper or unauthorized use of any patented article,
patented process, or patented appliance in connection with this Contract. The Contractor
shall be solely responsible for correcting or curing to the satisfaction of the State and
Commission any such infringement or improper or unauthorized use, including, without
limitation: (a) furnishing at no cost to the State and Commission a substitute article,
process, or appliance acceptable to the State and Commission, (b) paying royalties or
other required payments to the patent holder, (c) obtaining proper authorizations or
releases from the patent holder, and (d) fumnishing such security to or making such
arrangements with the patent holder as may be necessary to correct or cure any such
infringement or improper or unauthorized use.

34.  Paragraph 37 — Entire Contract of the General Conditions is deleted.

35.  Paragraph 39 — Wajver of the General Conditions is replaced by:
Waijver. The failure of the Commission to insist upon the strict compliance with any
term, provision, or condition of this Contract shall not constitute or be deemed to

constitute a waiver or relinquishment of the Commission's right to enforce the same in
. accordance with this Contract, The fact that the Commission specifically refers to one

1-1
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36.

37.

provision of the procurement rules or one section of the Hawaii Revised Statutes, and
does not include other provisions or statutory sections in this Contract shall not constitute
a waiver or relinquishment of the Commission s rights or the Contractor's obligations
under the procurement rules or statutes.

Paragraph 40 — Pollution Contrgl of the General Conditions is replaced by:

Pollution Control. If during the performance of this Contract, the Contractor encounters
a "release” or a "threatened release" of a reportable quantity of a "hazardous substance,"”
“pollutant,” or "contaminant" as those terms are defined in section 128D-1, HRS, the
Contractor shall immediately notify the Commission and all other appropriate state,
county, or federal agencies as required by law. The Contractor shall take all necessary
actions, including stopping work, to avoid causing, contributing to, or making worse a
release of a hazardous substance, pollutant, or contaminant, and shall promptly obey any
orders the Environmental Protection Agency or the state Department of Health issues in
response to the release. In the event there is an ensuing cease-work period, and the
Commission determines that this Contract requires an adjustment of the time for
performance, the Contract shall be modified in writing accordingly.

The following sections are added to the General Conditions:

43.  Responsibility of Parties Upon Expiration or Termination of Contract. Upon
expiration or termination of this Contract, Contractor shall provide reasonable
transition assistance as requested by the Commission to the Commission and any
entity designated by the Commission to ensure that the functions of the Program
Administrator are continuously carried out without interruption. In such event,
Contractor agrees to use all reasonable efforts to mitigate its expenses and
obligations hereunder.

44,  Committed Incentive Payments. It is expected that, on the expiration or
termination date of this Contract, the Contracror will have outstanding contracts
for customer incentive payments. The Contractor shall be relieved of those
obligations, and responsibility for them will be assigned to the new entity serving
as the Program Administrator, provided the Contractor gives the Contract
Manager a full accounting of any such outstanding contracts for incentive
payments and such amounts are approved by the Contract Manager.

45.  Waiver or Modification of Contract Terms by Commission. Upon the reasonable

request of Contractor and for good cause shown, the Commission shall have the
right and authority in its sole discretion to waive or modify provisions of the
Contract to the extent that such waiver or modification would be beneficial to the
overall Hawaii Energy Efficiency Program, so long as any such waivers or
modifications are not inconsistent with Hawaii State Law.

46.  Force Majeure, The Contractor shall not be in default by reason of any failure in
performance or ability to meet the Performance Target Levels of this Contract in
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47.

48.

accordance with its terms, including any failure by the Contractor to make
progress in the prosecution of the performance hereunder which endangers such
performance, if the Contractor has notified the Contract Manager within fifteen
(15) days after the Contractor has knowledge, or should have had knowledge, that
a failure is likely to occur and failure arises out of any of the following causes:
acts of God; acts of a public enemy; acts of the State and any other governmental
body in its sovereign or contractual capacity; fires; floods; natural disasters;
epidemics; quarantine restrictions; strikes or other labor disputes; freight
embargoes; or unusually severe weather. If the failure to perform is caused by the
failure of a subcontractor to perform or to make progress, and if such failure
arises out of causes similar to those set forth above, the Contractor shall not be
deemed to be in default, unless the goods and services to be furnished by the
subcontractor were reasonably obtainable from other sources in sufficient time to
permit the Contractor to meet the requirements of the Confract. Upon request of
the Contractor, the Contract Manager shall ascertain the facts and extent of such
failure, and, if the Contract Manager determines that any failure to perform was
occasioned by any one or more of the excusable causes, and that, but for the
excusable cause, the Contractor's progress and performance would have met the
terms of the Contract, the delivery schedule, performance awards or other
compensation may be revised accordingly, upon the recommendation of the
Contract Manager and approval by the Commission. As used in this paragraph,
the term "subcontractor" means subcontractor at any tier.

Severe Economic Factors Beyond the Reasonable Control of Contractor. In the
event that severe economic conditions substantially beyond the reasonable control
of Contractor cause public, governmental or corporate behavioral changes
(including diminished investment in energy efficiency and conservation
measures) that have a significant negative impact on Contractor s ability 10 meet
Performance Target Levels under this Agreement, the Commission may, in its
sole discretion, excuse such failure to meet the Performance Target Levels. If the
Commission determines that performance should be excused in whole or in part
under this paragraph , the Commission may negotiate with Contractor to adjust
the Performance Awards and other Compensation so as to reflect a mutually
agreed upon reasonable and fair compensation to Contractor for its Work during
the period of time so affected. In exercising the provisions of this paragraph, the
Commission mayi, in its sole discretion, also agree with Contractor to revise the
Programs and Incentives being offered as may be mutually agreed upon to be fair
and appropriate '

No Employee Benefits for Contractor. The Contractor understands that the

. Commission will not provide Contractor or Contractor's employees or

subcontractors with any individual retirement benefits, group life insurance, group
health and dental insurance, vacation and sick leave, Workers Compensation or
other benefits or services available to State employees, nor will the State withhold
any state or federal taxes except as required under applicable tax laws, which shall
be determined in advance of execution of this Contract. The Contractor
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49,

50.

51.

understands that all tax returns required by the Internal Revenue Code and the
State, including but not limited to income, withholding, sales and use, and rooms
and meals, must be filed by the Contractor, and information as to contract income
will be provided by the State to the Internal Revenue Service and Hawaii
Department of Taxation.

Reliance by State on Representations, Al) payments by the Fiscal Agent under
this Contract will be made in reliance upon the accuracy of all prior

representations by the Contractor, including but not limited to bills, invoices,
progress reports and other proofs of work.

The State may set off any sums which the Contractor owes the State against any
sums due the Contractor under this Contract; provided, however, that any set off
of amounts due the Stare as taxes shall be in accordance with the procedures more
specifically provided hereinafter.

Taxes Due to the State,

a. Contractor understands and acknowledges responsibility, if applicable, for
compliance with State tax laws, including income tax withholding for
employees performing services within the State, payment of use tax on
property used within the Stare, and corporate and/or personal income tax
on income earned within the Stare.

b. Contractor certifies that, as of the date this Contract is signed, the
Contractor is in good standing with respect to, or in full compliance with a
plan to pay, any and all taxes due the State.

c. Contractor understands that final payment under this Contract may be
withheld if the Hawaii Department of Taxation determines that the
Contractor is not in good standing with respect to, or in full compliance
with a plan to pay, any and all taxes due to the Stare.

d. Contractor also understands the State may set off taxes (and related
penalties, interest and fees) due to the State, but only if the Contractor has
failed to make an appeal within the time allowed by law, or an appeal has
been taken and finally determined and the Contractor has no further legal
recourse to contest the amounts due.

Suspension of Payment to Contractor. In addition to other remedies, the
Commission reserves the right to suspend all payments to Contractor if required
reports are not provided to the Commission or its designated representatives on a
timely basis as specified in Attachment A; if there are continuing deficiencies in
Contractor’s reporting, record keeping or invoicing responsibilities and
requirements; or if the performance of the Work is not adequately evidenced.
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53.

54.

No Resale, Contractor will not buy materials for performance of this Agreement
and resell to the Stafe at a profit.

Limitatiops on Loan Guarantees. The Contractor may not itself guarantee, nor
pledge any Program funds to guarantee, any loans obtained by customers to
finance energy efficiency projects that are part of the Work. The Contractor may
work to identify other organizations or agencies that are willing to guarantee such
loans.

Other. The parties recognize that major changes in funding or responsibilities for
the Contractor may occur during the period of the Contract. When any such
changes are adopted by the Starte or made by Hawaii State Law, the Contractor
and the Commission agree to enter into negotiations and to reopen this Contract,
to the extent necessary, to accommodate such changes. Under no circumstances
will any negotiations pursuant to this Paragraph result in an extension of the time
the Contractor will serve under this Contract, unless agreed to by the Contractor
and the Commission in writing.
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Attachment K
TIME OF PERFORMANCE

This Contract, which commences on the Effective date, shall be a multi-year contract ending on
December 31, 2013. The CONTRACT may be extended for an additional three year period, or any part
thereof, if mutually agreed upon in writing prior to contract expiration. The State may terminate the
extended contract period at anytime, if in the best interest of the State,

AG-013 Rev 11/15/2005 K-1
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CONTRACTOR'S ACKNOWLEDGMENT
STATE OF [ -gggessEE )
) SS.

COUNTY OF _KNeX )
Onthis _ S™ day of ‘ !L&H , 2069  before me appeared
R'&E‘NDA-J-. YouoNG and ,tome
known, to be the person(s) described in and, who, being by me duly sworn, did say that he/she/they is/are
Cowmacets Manrcen and of
Science Applications Intemational Corporation , the

CONTRACTOR named in the foregoing instrument, and that he/she/they is/are authorized to sign said

instrument on behalf of the CONTRACTOR, and acknowledges that he/she/they executed said
instrument as the free act and deed of the CONTRACTOR.
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ATTACHMENT M
CONTRACTOR'S
STANDARDS OF CONDUCT DECLARATION

For the purposes of this declaration:
"Agency” means end includes the State, the legislature and its committees, all executive
departments, boards, commissions, committees, bureaus, offices; and all independent
commissions and other establishments of the state government but excluding the courts.

"Controlling interest" means an interest in a business or other undertaking which is sufficient in
fact to control, whether the interest is greater or less than fifty per cent (50%).

"Employee” means any nominated, appointed, or elected officer or employee of the State,
including members of boards, commissions, and committees, and employees under contract to
the State or of the constitutional convention, but excluding legislators, delegates to the
constitutional convention, justices, and judges. (Section 84.3, HRS).

On behalf of Science Applications Intemnational Corporation
undersignhed does declare as follows:

1. CONTRACTOR [] is'y is not a legislator or an employee or a business in which a legislator
or an employee has a codtrolling interest. (Section 84-15(a), HRS).

2. CONTRACTOR has not been represented or assisted personally in the matter by an individual
who has been an employee of the agency awarding this Contract within the preceding two years
and who participated while so employed in the matter with which the Contract is directly
concemed. (Section 84-15(b), HRS).

3. CONTRACTOR has not been assisted or represented by a legislator or employee for a fee or other
compensation to obtain this Contract and will not be assisted or represented by a legislator or
employee for a fee or other compensation in the performance of this Contract, if the legislator or
employee had been involved in the development or award of the Contract. (Section 84-14 (d),
HRS).

4, CONTRACTOR has not been represented on matters related to this Contract, for a fee or other
consideration by an individual who, within the past twelve (12) months, has been an agency
employee, or in the case of the Legislature, a legislator, and participated while an employee or
legislator on matters related to this Contract. (Sections 84-18(b) and (c), HRS).

, CONTRACTOR, the

CONTRACTOR undérstands that the Contract to which this document is attached is voidable on behalf
of the STATE if this Contract was entered into in violation of any provision of chapter 84, Hawaii
Revised Statutes, commonly referred to as the Code of Ethics, including the provisions which are the
source of the declarations above. Additionally, any fee, compensation, gift, or profit received by any
person 2as a result of a violation of the Code of Ethics may be recovered by the STATE.

" Reminder to Agency: If the "is” block is CONT OR

checked and if the Contrect involves goods or

services of a value in excess of $10,000, the By J %

Contract must be awarded by competitive . fSignamure)

sealed bidding under section 103D-302, HRS, PrintName SAENOA T YOOoNS

or & competitive s¢aled proposal under section ) .

103D-303, HRS. Otherwise, the Agency may Print Title CONTRACTS hnr NRCE
not award the Contract unless it posts a notice

of its intent to award it and files a copy of the Name of Contractor 5. ﬁ |

notice with the State Ethics Commission.

(Section 84-15(a), HRS).
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ATTACHMENT N
WORK PLAN

Contractor Implementation Work Plan (“Work Plan™), which upon mutual agreement
and execution by Contractor and the Contract Manager, will be binding on Contractor as
if fully executed concurrently with this Contract.

The Work Plan shall outline and describe the timeline and estimated hours to complete

tasks and deliverables for the period beginning at contract execution date, March 3, 2009
through June 30, 2009. In addition, the Confractor and Contract Manager may mutually
agree to include significant tasks that are described in Attachment A — Scope of Services.
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1.0 INTRODUCTION

The Hawai'i Public Utilities Commission (Commission or PUC) has selected SAIC as the
Program Administrator for the full portfolio of energy efficiency programs under the Hawai'i
Energy Efficiency Program (HEEP) that are currently operated by, and funded through through
the HECO Companies’ electric rates. These programs are a portion of the overall Hawai'i
Clean Energy Initiative (HCEI) that is encouraging the adoption of efficiency and renewable
energy resources throughout the State. Beginning July 1, 2009, SAIC will take over full
administration of the existing portfolio of HEEP programs and will, during the first programn year,
introduce new programs and program elements to expand upon the State's past efficiency
activities and to respond to the state's increasing need to reduce its reliance on fossil fuel
generation and other HCE| and Commission-identified goals.

This first Annual Plan (Plan) provides SAIC's strategies and plans for administration and
delivery of the HEEP portfolio for Program Year 2009 (July 1, 2009 to June 30, 2010). Through
this plan we will set forth our overall strategies to increase program participation, maximize
energy savings from projects, and encourge the development of energy efficiency and
renewable solar energy markets. The major elements of our program execution to be
addressed in this Plan are detailed below.

e Successful transition of existing HECO Companies’ programs to SAIC. SAIC will work in
concert with the HECO Companies to ensure that existing program participants are served in
a timely fashion. A successful transition will minimize confusion in the marketplace.

* Well-designed program offerings that will supplement existing program components.
SAIC will establish a strong technical advisory boards that include local stakeholders with a
detailed and long-term understanding of State energy, economic, and regulatory issues. We
will integrate input from local providers of services, including local subcontractors, to ensure
that program offerings not only meet the State’s needs, but integrate well with other services
— including the incoming federal stimulus dollars.

» Outreach and marketing strategies that use local markets, associations and channel
partners to maximize participation and develop programs that complement, not compete
with, business activities in the energy arena.

» Streamlined management and IT systems that will allow SAIC to deliver program savings
at a lower cost; thus maximizing the impact of all program dollars.

This Plan represents a roadmap of SAIC's anticipated activities during PY2009 and may change
in response to economic conditions, market forces, and legislative or Commission requirements.
In total, the HEEP portfolio will provide significant benefits to the State that may be augmented
with additional investments made possible by federal stimulus dollars that will be available to a
variety of sectors.

Exhibit 1-1, below, summarizes the benefits of our delivery of the HEEP portfolio of programs to
the State. In addition to the benefits that the Commission anticipates by selecting SAIC as the
Program Adminstrator, such as higher savings at a lower cost, our program provides added
value through the benefits noted below.

Hawaii Energy Efficiency Program ' L
Annual Plan for PY2009
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Exhibit 1-1: Benefits to the State

Benefits

s Improved environment

e More disposable income for tow income and other

Social residents

« Building communifies strength & cohesion - increased
participation, self-reliance, and innovation

+ Less fossil emissions, better health
Environmental | « Protect land and natural resources
» Less greenhouse gases emitted

» Increased local energy reliance, less price/supply risk
* More consumer choice

» Less power plant investment

Economic |e Lower energy bills

» More energy efficiency, renewable & other jobs

s Higher productivity and GDP

¢ Green and Eco-Tourism

The focus of our first-year is the successful transition of programs that will result in the benefits
outlined above. Our program design plan overall will incorporate elements that will encourage
the achievement of the State’s policy goals, including: protecting the environment, contributing
to climate solutions, generating renewable energy industries, and creating well-paying jobs.

As further demonstrated through this Plan, SAIC’s program delivery will increase the overall
program cost effectiveness through streamlining processes, maximizing IT integration, and
redesigning quality assurance processes.

2.0 PORTFOLIO DESIGN APPROACH

As an island state, Hawai'i has a unique set of energy circumstances that present challenges
and opportunities for optimizing the impact of energy efficiency programs. SAIC's portfolio
design approach integrates proven program processes that we have successfully employed in
other states with approaches to target issues specific to Hawai'i. For instance, the rapidly rising
cost of its primary fuel and subsequent electricity cost fluctuation is one unique characteristic
that needs consideration for successful program design. As demonstrated through this Plan,
SAIC will provide early adoption of many new technologies and programs that recognize the
urgency of controlling the rise in energy prices and the resulting environmental impacts from the
use of electricity.,

Our design approach also includes the flexibility to respond to both a strained economy and to
the upcoming infusion of federal stimulus dollars to the State. With regards to the potenttal
federal stimulus funds targeted for energy efficiency promotion we believe it is critical to
coordinate efforts throughout the state to offer complimentary approachs. Without this
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coordination with the HEEP program from potential other state, city and county agency energy
efficiency programs the overall effectiveness for the state will be greatly reduced in part from a
potentially high level of market confusion. SAIC's overall strategic approach to portfolio design
will provide the structure to best optimize the needed shift in program evolution and capture the
marketing opportunities and the leveraging of funds that will maximize the outcome of the
investments of all residents of Hawai'i.

2.1 Energy Optimization Goals and Objectives

SAIC's overall strategy is to bring the proven program solutions that have worked in other states
together with the innovative solutions that local market providers understand will work best in
Hawai'i. Our strategy captures and combines the embedded knowledge of the local markets
while infusing the program with creative, yet proven approaches that we have successfully
implemented in other programs across the country. As a result, our Plan includes aggressive
goals for energy savings throughout the HECO Companies’service territories. Table 2-1
summarizes our energy savings goals for each sector for the first two program years.

Table 2-1
Energy Savings Goals

Net Savings Goal ' .
PY 2009 ' PY 2010
kW MWh kW MWh
Residenlial n/a 68,722 n/a 71,245
Business n/a 57,301 n/a 61,370
Total 20,097 126,023 23,126 132,615

We will be reaching these goals while using only 6% of the budget for admnistration of the
programs. Implementing the programs will use 25% of the budget while 63% of the budget will
be used to provide direct incentives to the customer to influence their decisions to buy more
efficient products. The use of 69% of the budget for direct incentives is one of the highest
levels in the country for these types of programs.

Overarching Objectives

All efficiency programs have the standard goal to reduce energy use and demand for electricity
as cost-effectively as possible, aithough some programs place more importance on energy use
reduction than demand reduction. The Commission’s overall objectives are incorporated in
SAIC’s goals for the programs. We have exceeded similar goals with many other programs
throughout the country. The overall objectives that the programs will serve are discussed
below.

1) Maximize net benefits with cost-gffective and comprehensive energy programs

SAIC is working in cooperation with the PUC's Contract Manager to develop a mutually
agreed upon target for Total Resource Benefit (TRB) goals for the program. TRB is the
estimated total net present value (PV) of the avoided cost for the utility from the reduced kW
capacity and kWh energy from energy efficiency projects over the life of the projects. See
Section 4.3 for details on the TRB calculations. Included with SAIC’s goals are the cost-
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effective delivery of energy savings as identified in Table 2-1. Table 2-2, below, provides
the estimated Total Resource Benefit that we estimate that we will achieve during the first
program year. These figures represent the present value of program benefits derived from
avoided generation of electricity.

Table 2-2
Present Values of Total Resource Benefits

;.- Emergy’i " " Capacity © ' . Benefit
REWH $ 4,716,102 1 % 2,883,5801% 7,599,682
RNC $ 4,980,672 1 % 2541642 1% 7,522,314
ESH $ 54,285,857 | $ 22,330.821]% 76,616,678
RLI $ 2,102,281 | % 1,160,903 | $ 3.263,184
CIEE $ 13,918,180 | % 79767601 % 21,884 840
CINC $ 25393291 ]1% 15269310]% 40,662,601
CICR $ 25500592 % 12,751.81315% 38,252,404
NewC& | $ 8,430,420 % 4100607 1 % 12,531,027
|Tota| All Programs $ 208,342,831

Final adoption of a TRB goal will depend on a number of factors, including the accepted HECO
Companies’ values for avoided energy and capacity costs throughout the life of measures
incentivized through the programs.

2) Work with all key markets to increase their energy efficiency activity

SAIC will employ an approach that requires the participation and feedback of the markets.
This approach is the use of “channels” for market providers and “clusters” for end-users.
Each channel (i.e., lighting) and cluster (i.e., office buildings) has it is own unique market
barriers and opportunities. As discussed in detail below, by using channel and cluster
approaches, we optimally engage the key markets to provide multiple program benefits.
These include:

Continual feedback to provide better program offerings.

* Engaging the market providers and end-use cluster associations (i.e., BOMA) to
communicate and market the program intent and offerings to the customers.

¢ Using the market providers and end-use cluster groups to support modification and
design of new programs.

* Building a sense of ownership of the programs by market providers and cluster
associations.

To quantify our market transformation activities, SAIC includes the following goals for
Program Year 2009 as provided in our contract:

» 20 emerging technology projects completed
« 40 program applications received from Program Allies

These goals are chosen specifically to encourage market participation and to increase the
adoption of non-standard efficiency upgrades throughout the State.

Hawaii Energy Efficiency Program 4
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3)

4)

5)

Capturing “lost opportunity” markets

Potential lost opportunities are particularly possible in an energy market place as dynamic
as Hawai'i. Energy costs are rising quickly causing efficiency project economics to also
change rapidly. It is important to track continually what types of measures and in which
markets new incentives may be desirable. SAIC will work closely with the local markets to
target projects in their early stages to maximize the potential for energy savings and to
identify opportunities for new or innovative energy solutions.

Broad and fair distribution of program funds across cusfomer classes and reqgions

The Commission requires that SAIC provide an equitable distribution of incentives and
savings across the three participating utility service territories. Our design approach
includes methods of reaching customers throughout the participating service territories as
cost-effectively as possible. During PY 2009 we will deploy a combination of local hires and
subcontract labor strategically across the islands to achieve this goal of island equity. To
ensure all areas are receiving equitable funding, we will track the payments for incentives by
utility. This practice will provide information to support changes to program strategies and
program emphasis to correct any regional or demographic inequities.

The geographic distribution of program funds can be more straightforward and controllable;
however, it is important for each sector and island to have a marketing strategy in place that
best fits its needs. These tailored and targeted marketing strategies which fit with the cluster
and channel approaches will help ensure that sufficient customer classes in a region will
participate.

Figure 2-1
HECO Companies and Distribution of Savings

MWh Incentives % of Total

HECO 97.472 9,000,898 69%
HELCO 15,932 1.471.243 1%
MECO 27,179 2,509,798 19%
Total 140,584 § 12,981,939

¥ eH e

As part of this overarching goal of broad and fair distribution of funds, SAIC is cognizant that
we must ensure that the low-income and hard-to-reach customers will have access to
program incentives. SAIC will include in its design several program features that target those
sectors. Specific features are included within this Plan in Section 7.

Consumer Marketing, Public Information and Education

One of the largest potential energy efficiency and energy reduction opportunities is through
behavioral changes. There is considerable wasted energy through behaviors such as
leaving lights on when no one is in the room, using space heaters in offices to compensate
for unbalanced air-condintioning systems, and using air-conditioning systems during
unoccupied times. Some of this wasted energy can be corrected by using automatic
controls such as an occupancy sensor. But the potentially most cost effective approach is to
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change actual consumer behavior around energy use. With Hawaii's unique energy
situation including the high use of oil to generate electricity and our isolated geograpy we
feel that there is an opportunity to further inspire consumers on behavioral changes they can
and should make to “be a part of the solution” for the islands. Our approach to nurture this
inspiration is through targeted marketing, educational information, and piloting the use of
technology that can give the consumer instant feedback on their use of energy. Once
customers have this instant feedback on their energy use it opens up many opportunities to
inspire and influence their consumption decisions by making the use of energy a visual,
tangible, and meaningful part of their lives. Impacting behavioral changes is a newer
approach for DSM programs, but because of the significant potential we will continue to
develop methods to impact behavior and may develop this into a separate formal program
offering.

2.2 Deemed Savings Assumptions

In developing this plan, SAIC, in consultation with the Contract Manager, has used the HECO
Companies' assumptions for energy savings as presented in their Evaluation Report for 2005 to
2007'. For new measures, we have referenced the California DEER database for San Diego.
Summary information is included in Appendix A.

2.3 Portfolio Risk Management

Hawai'i's limited energy resource mix and its resultant price volatility, combined with the
negative economic impact of a troubled tourist industry provides a unique backdrop to the
design and delivery of efficiency programs. SAIC’s task is to balance the need to introduce new
program elements and encourage alternative energy resources with cost-effective
implementation of measures that will limit negative impact on electric rates. SAIC recognizes
this challenge and is developing a balanced portfolio of programs to provide opportunities for
broad participation and incorporate new or innovative technologies for all customer classes.

SAIC will use the following strategies to minimize the risks associated with its portfolio of energy
efficiency programs:
« Implementing primarily “tried and true” programs that have been successfully
implemented by utilities and state-operated programs across the country.
+ Using measures quantified in the Evaluation Report as the starting point for estimating
program savings.
« Initiating program evaluation activities during the program design phase to ensure that
appropriate data is gathered throughout implementation to get appropriate feedback on
program progress, and to allow any needed fine-tuning to occur as soon as possible.

2.4 HECO Companies' Program Transition
HECO currently administers efficiency programs for its ratepayers. Those currently existing
programs represent the “core” programs that SAIC will administer effective July 1, 2009. The

Core programs consist of the following initiatives:

» Residential Programs

! Energy and Peak Demand Impact Evaluation Report of the 2005-2007 Demand Side Management Programs. KEMA, December,
2008.
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o Residential Water Heater Program
o Residential New Construction
o Energy Solutions for the Home

s Business Programs
o Business Standard Energy Efficiency (CIEE)
o Business New Construction (CINC)
o Business Customized Rebate (CICR)

s Low-Income/Hard to Reach Customer Programs

SAIC’s short-term goal for PY2009 is the smooth hand-off of program administration from the
HECO Companies to SAIC. To focus on the administrative details required to execute that
transition, SAIC will keep the core programs largely intact and at existing incentive levels on the
July 1 date. Beginning July 1 and for the remainder of PY2009, SAIC will phase in the
introduction of enhanced program elements and new programs to the HEEP portfolio. Figure 2-
2 shows the planned transition of the major program elements.

Figure 2-2
Timeline of Program Development and Transition
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The accomplishment of this transition schedule is dependent on the successful transfer of
information and data from the HECO Companies and Honeywell systems to SAIC. We
anticipate that we will receive the necessary information and data to test our systems by June 1,
2009 with the required updates through July 1. Knowledge to be transferred includes:

s Program guidelines for each of the core programs,
» Detailed listing of all applications pending and commitments in place,
« Program leads or project “pipeline.”

Concurrent with the transfer of administrative duties to SAIC, we will also develop new
programs and elements that will enhance the existing core programs. Elements to be designed
during PY20089 include:

Hawaii Energy Efficiency Program 7
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» Commercial Retro-Commissioning will provide trained HVAC contractors to provide
tune-ups and offer low-cost upgrades to building systems that will improve their overall
operating efficiency.

* Home Audit and Tune Up will be provided as an enhancement to Energy Solutions for
the Home. This program element will provide homeowners with a holistic approach to
their home's energy consumption and will offer comprehensive guidance to prioritize
energy capital improvements.

* Residential and Small Business Low Interest Financing will help homeowners and
small business owners finance energy improvements.

* Photovoltaic Rebate Program will reduce the up-front cost to install PV systems. SAIC
will design and analyze a potential program with a goal of having a full program available
during Program Year 2011. Feedback from suppliers indicates a strong need to provide
a program much earlier if possible for them to maintain their businesses.

* Green Buildings Program wili be an enhancement to the New Construction Program
that will encourage the inclusion of green and sustainable design features into both
commercial and residential construction projects.

« Community Pilot Project will provide an innovative approach to program delivery by
engaging entire communities in neighborhood energy efficiency.

+ Custom Project RFP Program will allow special and unique opportunities to receive
funding through a competitive process.

» Service Buy-Down Program will reduce the cost of energy efficiency services such as
air-conditioning tune-ups, compressed air leak surveys, etc.

» Performance Contract Buy-Down Program will encourage the participation of thirg-
party energy project implementation through savings-based performance contracts.

SAIC will actively engage HECO Companies' staff during the program transition period to
ensure smooth transfer of programs. We anticipate for the initial months of delivery under SAIC
many of the core programs will be unchanged or receive only minor adjustments. SAIC will
ensure that all program delivery systems (e.g., data, forms, incentive processing, etc.) are
working as planned before introducing significant program changes.

3.0 PROGRAM PORTFOLIO SUMMARY

SAIC's Plan includes a mix of programs for residential and business customers, while including
large end-~use customers in the government and insitutional sectors. Figure 3-1 despicts the
overall structure of the HEEP program portfolio.

Hawaii Energy Efficiency Program 8
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Figure 3-1
Structure of HEEP Portfolio of Programs
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Our overall plan for portfolio delivery includes a program shift from the existing focus on
prescriptive rebates to the introduction of holistic approaches to building energy efficiency for
both the business and residential sectors. For example, program additions or changes will
include audits and system tune-ups, financial incentives to service equipment, and an increased
focus on green building and sustainable energy features. The remainder of this Section
includes a brief overview of the individual program elements and a transition timeline with major
events and due dates for each sector.

3.1 RESIDENTIAL PROGRAMS

SAIC will work with, and maximize the impact of, existing local resources to encourage
participation across the entire residential sector through coordination with groups and
organizations that serve this sector. We will form partnerships with neighborhood boards,
condominium associations, community action agencies, and the Office of Community Services
in the Hawai'i Dept of Labor and Industrial Relations and Hawai'i's Housing and Urban
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Development (HUD) office to maximize the benefit of both the program dollars and federal
stimulus money that will be targeted to Hawai'i's low-income residences. Further, we will
coordinate with the business programs to reach military housing projects in a cost-effective
manner.

As noted above, our portfolio of programs will shift away from standard rebate programs to
incorporate audits and tune ups. SAIC will create a bridge between our residential and
business programs by targeting specific towns or neighborhoods for a community-wide tune-up.
That tune-up will include audits and direct installations for both residences and small
businesses. These activities will increase public awareness and foster the idea that energy
efficiency, protection and conservation of resources, and reduced dependence on foreign cil are
public benefits necessary to the well being of Hawai'i. Details and explanation regarding our
projected marketing and customer information strategies are included in Sections 5 through 9 of
this Plan.

During the transition period, SAIC will work closely with HECO to learn existing program
procedures and protocols. To facilitate a smooth transfer of administration, SAIC intends to
maintain all programs in their current state on July 1, 2009 and make program adjustments,
changes, and/or enhancements in a three to six month timeframe. Our estimated transition plan
for the residential sector is described in Figure 3-1, below.

Figure 3-1
Transition of Residential Programs
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A brief description of each of the initially proposed residential programs with key additions or
changes is included below.

Residential Water Heater Program (REWH). The objective of the Residential Water Heater
Program is to promote the use of solar water heating and high efficiency electric water heaters
to customers in existing residential dwellings. There are two separate components to the
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existing HECO program. They are:

Solar Water Heaters - Customers select an installer from an extensive list of HECO pre-
approved contractors. That contractor receives a $1,000 incentive that is passed on to the
end-use customer as an instant rebate.

High Efficiency Electric Water Heaters — HECO provides a rebate for the purchase of a
qualifying model after receipt of a mail-in application.

SAIC will use the existing network of program allies to market and deliver the program. We will
attempt to maintain current incentive levels as much as possible. However, the high level of
incentive and the past levels of participation severly impact the portfolio's cost effectiveness. At
a simple cost effectives of $0.48/(annuai kWh saved) to continue with the current Solar Water
Heater program our plan would need to use 27% of our incentive budget to only achieve 4% of
the savings goal. To maintain the $1,000 level of incentive and provide this incentive at the
historical levels of participation, it is imperative that we also provide significant savings from the
promotion of very cost effective ($0.01/kWh} screw-in CFL's. We will further discuss the
promotion of screw-in CFL's in the section on residential ESH program. Even with the
promotion of screw-in CFL's we may need to place a limit on the number of applications
accepted for Solar Water Heater incentives at their current level. We are also considering the
program option of reducing the incentive level in 6 to 12 months to more closely align the cost
effectiveness with other measures in the programs Any adjustments to incentive levels will be
vetted with the market in advance.

Further programmatic enhancements may include changes to eligibility criteria to increase
savings, and opportunities for providing low-interest financing for measure installation.

Qutreach and coordination efforts with key allies will include the Solar Technical Advisory Group
{Solar TAG); solar contractors; suppliers;, government and housing agencies; financial
institutions; housing, apartment, and contractor associations.

Residential New Construction (RNC). SAIC proposes to keep the HECO Companies’ current
delivery mechanism and water heating incentives in place for the first three months of program
operations and will review the costs and benefits of adding a number of additional financial
incentives. Among the ENERGY STAR® rated technologies that will be reviewed for program
inclusion are:

Compact fluorescent indoor and outdoor fixtures,
Decorative and dimmer CFL lamps,

Refrigerators, dishwashers, washers, dryers,
Foundation insulation,

Cool roofs,

Attic and whole house fans,

Windows and/or reflective film,

Heat pumps, and central air conditioning systems.

With input from housing and builders associations, trade allies and industry players to determine
the appropriate modifications to the program, SAIC will offer a menu of incentives that can
provide builders (or homeowners that build their own homes) a flexible approach to
incorporating some or all of these technologies. If necessary, SAIC will work with product
manufacturers to ensure availability of high efficiency products and appliances.
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SAIC wilt incorporate an incentive mechanism to reward builders who achieve one, two, three or
four stars under the Hawai'i Built Green Program or LEED Certification.

Energy Solutions for the Home (ESH). SAIC plans to shift the program’s focus from an
entirely prescriptive rebate program to one that includes whole buiiding approaches to energy
efficiency and service buy-downs for residential customers. We will continue the existing rebate
structure for the first three to six months of the program and evaluate incentive levels and
additional measures for program inclusion in October 2009. At that time, SAIC will also begin to
offer a residential audit pilot and a service buy-down component to the program. If successfut,
we plan to offer that audit pilot as a stand-alone program in PY 2010.

During the period leading up to October, SAIC will explore the economic feasibility of expanding
residential incentives for a number of cost-effective high efficiency measures, including whole
house and attic fans, high reflectivity roofs, ENERGY STAR® home electronics, office equipment
and appliances that are not currently included in the rebate program.

Air conditioner tune-ups would be provided through a list of pre-approved heating, ventilation
and air conditioning (HVAC) contractors. Scope of work and cost schedules would be
negotiated with the contractors, and provided on a cost-shared basis with participants. Low-
income customers would receive tune-ups at no cost.

3.2 Business Programs

SAIC will incorporate a delivery process that includes working with local program allies
networking with customer-based groups to develop cost-effective programs that will meet
program energy goals for the business sector. This approach is defined in greater detail in
Section 10 (Implementation and Delivery Approach).

As in the residential programs, SAIC will move existing offerings from standard prescriptive
rebates to more comprehensive services that include retrocommissioning services, service buy-
downs for tune ups, building energy audits, and custom rebates.

In recognition of the infusion of federal stimulus money for efficiency programs and building
projects, SAIC will work cooperatively with state and local governments to ensure that we do not
duplicate services available through the Energy Efficiency and Conservation Block Grants and
other sources; instead, we seek to maximize the impact of this unique opportunity to leverage -
funds for energy investments.

During the transition period, SAIC will work closely with HECO to learn existing program
procedures and protocols. To facilitate a smooth transfer of administration, SAIC intends to
maintain all programs in their current state on July 1, 2009 and make program adjustments,
changes, and/or enhancements in a three to six month timeframe. Our estimated transition plan
for the business sectors is described in Figure 3-2, below.
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Figure 3-2
Transition of Business Programs
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The following business efficiency programs are described in more detail in Section 6.

Commercial and Industrial Energy Efficiency (CIEE). SAIC will continue HECQO's
prescriptive rebates for the business sector beginning July 1 and will evaluate program activity
and cost-effectiveness after a three-month period. After that time, we will add new measures
and technologies for incentives and may adjust existing incentive levels. Additional prescriptive
technologies will include

compressed air systems,

variable frequency drives (VFDs),

Guest Room Energy Management (GREM) systems and
lighting controls.

SAIC will determine cost-effective incentive amounts for potential new measures and
incorporate them into the existing program by October 2009.

Although all commercial, institutional, government and industrial sector customers will be
eligible under this program, SAIC will target markets that have high energy savings potential in
lighting, cooling, and ventilation such as offices, hotels/resorts, retail, restaurants, and schools.
We will aiso target similar industry sector businesses with high savings potential in motors,
pumping and processes. SAIC will coordinate with government entities to ensure that projects
undertaken through federal stimulus dollars are taking advantage of incentives to increase
project efficiency.

SAIC will develop a pool of program allies who will be trained in program requirements and who
will be the primary delivery mechanism for this program. These allies will consist of equipment
vendors and installers who will benefit from their customers’ participation in the program through
increased sales and customer goodwill. We anticipate that HECO account representatives will
also assist in identifying large customers with the potential for significant energy savings.

Commercial and Industrial New Construction (CINC). The New Construction Program
(CINC) will provide technical project assistance, financial incentives and training opportunities to
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building owners and design teams. This program will offer a combination of prescriptive and
custom incentives and design assistance to ensure that new construction and expansion
projects take advantage of opportunities to achieve the highest achievable energy efficiency
potential, and may include assistance to achieve a recognized green building standard {e.g.,
LEED, GreenGlobes, etc.).

SAIC will adjust the program baseline energy use to coincide with new Hawai'ian energy code
that will be in effect within the next few months. This new baseline will be in effect for the
program beginning July 1. We will use a combination of prescriptive and comprehensive, or
whole building, incentives for eligible projects. While the prescriptive incentives will likely line up
with those for existing buidings (see the CIEE program), the actual energy savings for those
measures may differ because of the change in the baseline. Whole building incentives will be
offered on a tiered basis to encourage higher levels of building efficiency. We anticipate
developing tiered incentive levels based on increased levels of performance above an
established baseline,

SAIC will seek local energy simulation modelers to analyze building designs and calculate
potential energy savings and incentives. Thase services will be made available to building
owners on a cost-shared basis. However, SAIC may also offer those services to program

participants if we are unable to identify a sufficient pool of experienced modelers locally.

As is the case with the other business programs, all commercial, institutional, government and
industrial sector customers will be eligible under this program. The program targets specific new
construction markets with high energy savings potential in lighting, cooling and ventilation for
commercial market segments such as offices, hotels/resorts, retail, restaurants, and schools;
and with high savings potential in moters, pumping, and industrial processes for the industrial
sector. Potential measures to be included for incentives through this program include
compressed air systems, heat recovery, variable frequency drives (VFDs), controls, and
renewable energy systems such as photovoltaic, solar thermal, SWACS, and biogas recovery.

SAIC will network and develop relationships with the key market players, generally architects
and developers, to understand the markets and decision points, and how to leverage program
incentives and design assistance for their customers. In addition, we will look for opportunities to
leverage federal stimulus money in new construction projects.

Commercial and Industrial Customized Rebate (CICR). This program wili provide a custom
application for businesses to receive incentives for installing non-standard energy efficiency
technologies. The intent of this program is to enable customers to invest in energy efficiency
improvements that may require calculations of energy savings for specific, unique applications.
Incentive awards will be based on calculated savings that will be established to ensure program
cost-effectiveness. We anticipate that common custom technologies will include Variable
Frequency Drives (VFDs), for process applications; air conditioning system upgrades, such as
controls and change-outs; process heat recovery, booster pumps, and process efficiency.

All commercial, institutional, government and industrial sector customers will be eligible under
this program, but we will target specific markets with high energy savings potential. SAIC plans
to use this program framework as a mechanism to provide incentives for opportunities that are
identified under whole building, retro-commissioning, or other comprehensive services for
existing facilities. We believe that it is important to maintain a flexible avenue to access
incentives for non-standard or advanced technologies.
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SAIC will recruit allies and energy service providers who typically serve these markets to deliver
the Program incentives to their customers. We will require pre-approval of incentives prior to
equipment installation to ensure program cost-effectiveness. We will actively train program allies
and service providers in program processes and requirements through various training
approaches including local breakfast and lunch meetings. SAIC will also investigate the
feasibility of providing sales allies direct incentives, based on performance. Where possible,
SAIC will seek out and develop synergistic relationships with relevant associations that have a
strong market presence.

SAIC will establish an application and review procedure for full program rollout on July 1.
Future program changes may include a change in the incentive level from $0.05/kWh to
$0.07/kWh.

3.3 Low Income/Hard to Reach Program

Members of the low-income and hard-to-reach population are eligible to participate in other
programs designed for their overall sectors. To encourage participation, SAIC will make many
of the services available to these targeted population at no cost. For example, audits that will
be available at a fee to residential customers will be offered free-of-charge to income-qualifying
households.

SAIC will also make a targeted effort to reach out to hard-to-reach populations through
community-based outreach activities and through cooperation with agencies that serve
Hawai'l's low-income households.

A brief description of programs serving these groups is provided below, with a detailed
description of each program in Section 7.

Residential Low Income Program (RLI). SAIC will work with the Office of Community
Services (OCS) and other agencies or stakeholders to develop an infrastructure for delivery of
services to the low-income population. Initial discussions with local providers indicate that
statewide weatherization efforts have not been supplemented by utility funding in the past and
limited budgets have afforded a small level of service to end users. SAIC is awaiting further
information on the disposition of over $4 million in federal stimulus money that will be targeted to
the Weatherization Assistance Program (WAP) in Hawai'i. The OCS has issued an RFP to
Community Action Program {(CAP) agencies and other public entities that is due on 5/7/09.

After that date, SAIC will have the necessary information to develop a robust program for
Hawai'i's low-income customers. We anticipate that program options may include:

¢ Funding proposals made to OCS (i.e., only those in excess of their funding capabilities);

* Introducing discrete additions to the WAP program (e.g., audits and auditor training,
direct installation of measures such as CFLs, water heater blankets, refrigerator change-
outs, etc.)

SAIC anticipates supplementing current low-income program activities through March 2010 and
developing a full, stand-alone low-income program for roll-out beginning June, 2010,

Renters of Individually Metered Housing Units. SAIC’s residential offerings (Residential Low
Income and Energy Solutions for Homes (ESH) programs) will be made available to this sub-
sector. We will encourage participation through aggressive outreach campaigns to renters,
including the neighborhood efficiency campaigns and through program allies and local housing
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associations. The ESH program will offer incentives for select prescriptive products that will
reduce energy consumption and still be readily transported to a new unit if the program

applicant relocates. Eligible equipment targeted to this customer class will generally be
ENERGY STAR® rated and may include:

Dimmable and specialty CFLs

Room air conditioners

LED lighting

Home office and electronic equipment

SAIC will target this portion of the residential market through cooperation with neighborhood,
apartment and housing associations, community groups, direct mailings, participation in local
events, etc.

Individually metered low-income, multi-family customers will be eligible for services through the

targeted neighborhood energy program and possibly through the Residential Low Income
Program.

Master-Metered Low-Rise, Multi-Family Housing. This subsector of residential customers
offers many of the same challenges and barriers to participation that renters in individually
metered units provide. In this case, however, the tenants do not pay their own utility bills and,
therefore, do not always have a direct incentive to participate. For this group, SAIC can provide
assistance and incentives to the building owners directly through ESH and the Residential
Efficient Water Heating (REWH) programs.

We will use the programs and delivery strategies as identified above (Renters of Individually
Metered Housing Units) to reach this customer sub-sector. Additionally, SAIC will explore
during PY 2009 the potential energy savings and cost effectiveness that can be achieved
through switching units to either submeters or individual meters. Our experience in other states
has shown significant (sometimes 30 percent) energy savings when the energy users pay for
their consumption directly.

Small Commercial Direct-Installation Program. SAIC will develop a program to target the
hard-to-reach market of small businesses (one with fewer than 50 employees). This program
will produce, long-term annual demand and energy savings by providing no-cost energy-efficient
equipment retrofits to small business owners. This program will also provide training and jobs
for individuals in economically disadvantaged areas. The program will target underserved
communities by using a community-based approach that coordinates with local organizations to
package a customized program delivery plan that fits the specific needs of the communities.
This delivery plan will reduce market barriers to adoption of energy efficiency alternatives in the
small businesses of the community. This program would provide lighting audits and no-
cost/low-cost lighting fixture installation projects to very small business using local laber and
contractors. Up to three fixtures would be installed at no charge by pre-approved electrical
contractors who had received program training. If there were vending machines in place, the
business owner would be efigible to have an Energy Miser installed on one machine that can
save 40-80% of the vending machine's annual energy usage.

Direct install programs for Small Commercial customers have had successful results. Ina
sampling analysis of 3,350 direct customer visits from Southern California Edison's Direct Install
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program, penetration rates of nearty 90% were identified when measures were installed at no
cost to the customer. :

SAIC will also explore the possibility of including a direct installation of Guest Room Energy
Management systems for small hotels and motels that are part of this hard-to-reach market. A
reduced interest financing component would be developed by SAIC in cooperation with local
banks and the SAIC Team partner Bostonia to provide owners with access to needed capital for
energy efficiency improvements. Bostonia is providing similar services for the Cambridge
Energy Alliance among cther programs.

3.4 Renewable Energy Program

SAIC is required to design and analyze a Photovoltaic Rebate program for inclusion in the
Program with a goal of having a full program available during PY 2011. Because of the
availability of federal stimulus money, SAIC will develop the program early in PY 2009 for
possible delivery in the latter part of that program year or in PY 2010. The program is further
described below.

Photovoltaic (PV) Rebate Program. The PV Rebate program will support the installation of
photovoltaic panels through the use of:

» rebate-style incentives,
installer-education programs, (possibly in coordination with local colleges or trade
schools), and

+ technical and financial information tools for consumers.

The PV Rebate program will be designed to encourage building owners to invest in PV
applications by providing the appropriate tools to help in their decision making and potentially
offering sufficient incentives to reduce the large up-front capital investment and low-interest
financing through our partnership with Bostonia.

In addition to financial incentives for building owners and the program’s educational component
that would further develop the workforce of skilled installers to meet the growing demand for PV
systems, optional “bonus” offerings for the PV program could include:

Scholarships for installer training

Network of independent solar site assessors

Materials for making buildings solar ready

Funding assistance for third party solar electric system owners to enter the Hawai'i market

Suggested methods for reducing the regulatory hurdle of governmental zoning and permitting
processes.

SAIC has engaged the Wisconsin Energy Conservation Corporation (WECC) to provide a
program design for photovoltaic rebates for delivery by June, 2009.

3.5 Program Additions and Innovative Strategies

Hawaii Energy Efficiency Program 17
Annual Plan for PY2009



CA HEARING EXHIBIT 2
Docket No. 2008-0083

5NC Page 21 of 69

From Serence 1o Sohitions

SAIC will incorporate the addition of new technologies that are not included in the existing C&!
and residential programs during PY 2009. Further, we will expand the total program offerings to
include new programs for launch during PY 2010.

New technologies to be introduced into existing programs include:

Compressed air systems,

Heat recovery,

Variable frequency drives (VFDs),

Guest Room Energy Management (GREM) systems,

Lighting control systems,

Renewable energy systems such as photovoltaic, solar thermal, sea water air
conditioning systems (SWACS),

LED traffic lights,

Natural ventilation,

Daylight harvesting, and

Photovoltaic generation,

Fresh water pumnping,

Wastewater processing,

Data Centers - airflow optimization,

Data Centers — server virtualization and related technologies,
Parking Garages — perimeter dimming,

Parking Garages — ventilization control,

Non-residential demand control ventilation (CO2 sensors in return airstream),
LED refrigeration case lighting,

LED interior lights,

Integrated building design and construction standards,
Advanced energy management controls,

Variable volume refrigerant air conditioning,

High performance commercial lighting,

Bi-level stairwell and parking garage lighting

While SAIC will use the existing efficiency programs as a base for expansion and integration of
more advanced energy saving technologies, our plan is to introduce most of the additional
programs at the beginning of the second year of the contract. It is anticipated that some new
programs will be piloted in the first year after the transition is complete. These programs will
contain some of the elements that are already present in the existing portfolio, but will also
include new features not currently available through the HECO programs. These new programs
are described throughout the proposal both within the context of the existing portfolio and
separately. They include:

1. Commercial Retro-Commissioning. SAIC will design and deliver a retro-commissioning
program for delivery by April 2010 through which trained HVAC contractors will provide tune-
ups and offer low-cost upgrades to systems to improve the overall operating efficiency of
energy using systems in a variety of commercial building types.

2. Home Audit and Tune-Up. SAIC may ultimately offer our proposed audit component of the
ESH program as a stand-alone offering. The intent of the program is to provide homeowners
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with the holistic information that they need to make decisions and prioritize energy capital
improvements that impact home energy use.

3. Residential and Small Business Low Interest Financing. As described within our
program offerings for ESH, SAIC will explore low-interest financing made available through
our partnership with Bostonia to help homeowners finance energy improvements and
renewable energy installations.

4. Photovoltaic Rebate Program. As described earlier, the PV Rebate program will be
designed and analyzed for inclusion with the PBF programs. SAIC anticipates that we will
have a full program available for implementation during PY 2010.

5. Green Buildings Programs. SAIC will include green and sustainable design features into
its new construction programs for both residential and commercial buildings. Because of
Hawai'i's unique climate conditions and energy supply issues as compared to the remainder
of the U.S., we anticipate that our new construction programs will feature components that
are not typically seen elsewhere in the country even among buildings with sustainable
design features. Elements such as natural ventilation to reduce the need for mechanical
cooling, vegetated roofs to reduce storm water runoff and lower the need for cooling, and
advanced daylight harvesting systems to minimize the need for artificial lighting are among
the many features that we envision for these programs.

6. Community Pilot Project. As described in Section 9, this program will provide an
innovative approach to program delivery and outreach by engaging entire communities in
neighborhood energy efficiency.

7. Custom Project RFP Program to solicit special and unique opportunities that do not readily
fall with the scope of other programs.

8. Service Buy-Down Program to provide incentives that reduce the cost of energy efficiency
services such as air-conditioner tune-ups, compressed air leak surveys, etc.

9. Performance Contract Buy-Down Program to provide incentives to encourage the
participation of third-parties in the implementation of energy projects on a savings-based
performance contract.

4.0 PORTFOLIO OPTIMIZATION

‘4.1 Portfolio Summary

SAIC will accelerate savings objectives and achieve a higher level of energy and demand
savings building on what the Hawai'ian utilities have already achieved. SAIC strategies will
provide a step change in energy savings based upon enhanced programs, new programs, and a
far-reaching marketing campaign that leverages the Islands' urgency to become more energy
self-reliant in today's volatile energy marketplace. Our experience and program delivery
methods enable us to hit the ground running to develop cost-effective program enhancements
that are customized both to utilize and develop the existing Hawai'ian energy market
infrastructure.

Total Program Savings Objectives

Figure 4-1 summarizes the saving goals (net) for each of the portfolio programs for each sector
for PY 2009 and the targeted incentive levels on a per-kWh basis.

Figure 4-1: Program Minimum Savings Target

Residential Sector
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CENE) 5764 % 3,525,000 0,600
RNC 3474 § 980,001 0.282
ESH 61173 § 1,980,500 0.032
RLI 2369 § 278,500 0.117

otal - Res. 72.800 3 6,762,001 0.093]

Figure 4-2 Program Minimum Savings Target
Business Sector

MWh Incentives $'WWh
15,684 & 1,064,045 O 106
21255 § 1,471,412 0.069
21345 % 2,134,481 0.100
9,500 $ 950,000 0.100
87708 3 5,210,038 0.002]

Qur strategy is to provide a delivery and incentive structure that will result in net energy savings
that exceed those represented in the above table. Based on our predicted net-to-gross ratio of
0.73, we are designing the programs with a gross incentive level of $0.075/kWh to result in the
net incentive level of $0.10/kWh. Based on this plan, and depending on PUC approval, we will
be using more incentive funds for Residential programs than is in the present contract because
we are looking to maintain the Solar Water Heater incentive at $1,000 for at least 6 months.
Therefore, we will need to shift some incentive funds from the Business program to the
Residential program. The total incentive budget is the same. We discuss further program
delivery strategies to meet this goal throughout this Plan.

A further objective of portfolio optimization is to deliver the entire package of programs at a
favorable Total Resource Cost. Based on the agreed-upon schedule of utility avoided costs,
SAIC anticipates delivering all programs at a Total Resource Benefit of $208 million (see Table
2-2) This plan does not address a full Total Resource Cost analysis as we do not include a
study of participant costs. We anticipate that a TRC analysis will be included in the program's
evaluation.

Figure 4-2, below, illustrates the estimated distribution of energy savings between the various
programs for PY2009. The program with the largest projected savings i$ the enhanced
Energy$olutions for Homes, followed by the Commercial/lndustrial Custom Rebate, the
Commercial/Industrial Energy Efficiency, and New Commercial/Industrial programs. They
account for nearly 90 percent of all savings. This distribution provides a reasonable mix for the
first year, based on both opportunity and customer equity.

Figure 4-3
Allocation of Savings by Program
All Sectors
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Savings Objectives by Markets and End-Uses

In order to estimate savings by market segment and end-use, we relied on the HECO
Evaluation Report for 2005 to 2007 prepared for the utility by KEMA and used market segments,
related end-uses, and market shares for the existing group of programs. We supplemented
data for new program offereings from the California DEER database with data for San Diego.

4.2 Benefit-Cost Background

SAIC has estimated the energy savings, costs and net benefits associated with each of the
programs included in the proposed portfolio of programs based on agreed-upon utility avoided
cost estimates. Although the primary measurement of SAIC's program cost-effectiveness will
be the Total Resource Cost test, the following section presents an overview of the benefit-cost
tests that may be could be used to evaluate the program design and implementation.

Each of the tests examines the costs and benefits from a different perspective. The following is
a brief overview of each of the tests.

The Utility, or System Resource Cost, Test measures the net benefits of a demand-side
management (DSM) program as a resource option based on the costs and benefits incurred by
the utility (including incentive costs). This test excludes net costs incurred by the customer
participating in the efficiency program. The benefits include the avoided supply costs of energy
and demand, the reduction in transmission, distribution, generation and capacity valued at the
utility's avoided costs or marginal costs for the periods when there is a load reduction. The
costs are the program costs incurred by the utility, the incentives paid to the customers, and the
increased supply costs for the periods in which load is increased.
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The Total Resource Cost (TRC) is a test that measures the total net resource expenditures of
a DSM program from the point of view of the utility, and its ratepayers. Resource costs include
changes in supply and participant costs. A DSM program, that passes the TRC test (i.e., a ratio
greater than 1} is viewed as beneficial to the utility and its customers because the savings in
electric costs outweigh the DSM costs incurred by the utility and its customers.

The Participant Cost Test illustrates the relative magnitude of net benefits that go to
participants compared to net benefits achieved from other perspectives. While called a
“participant” perspective, it is not necessarily a perspective indicating whether customers
participate directly. The benefits derived from this test reflect reductions in a customer’s bill and
energy costs plus any incentives received from the utility or third parties, and any tax credit.
Savings are based on gross revenues. Costs are based on out-of-pocket expenses from
participating in a program, plus any increases in the customer's utility bill(s).

The Rate Impact Measure (RIM) Test measures the change in utility energy rates resulting
from changes in revenues and operating costs. The higher the RIM test, the less impact on

increasing energy rates. While the RIM results provide a guide as to which technology has
more impact on rates, generally it is not considered a pass/fail test. Typically any program
activity that reduces energy consumption will not fare well under the RIM test. toad
management programs that shift demand may pass the RIM test, however.

The Societal Cost Test is similar to the TRC test. The test accounts for the effects of
externalities (such as reductions in carbon dioxide (CO2), nitrogen oxides (NOx), and sulfur
dioxide (802). A societal test was not calculated as part of this plan given the uncertain values
of environmental externalities, which were not monetized for purposes of estimating a societal
benefit costs. '

4.3 Benefit-Test Methodology

SAIC used a spreadsheet analysis to determine the cost effectiveness of the HEEP portfolio.
We used average avoided cost data for energy and capacity that was provided for us by HECO
Companies and adjusted under the advice of the Contract Manager {see Appendix B for more
details). Because hourly avoided cost data is typically determined to be proprietary data, we
used average data that approximates typical load shapes for all sectors.

Further assumptions used throughout the analysis are described below.
Discount Rate

The time value of money is represented by a discount rate (analogous to an interest rate). We
use the discount rate in our economic equations to convert all costs and benefits to a "present
value” for comparing alternative costs and benefits in the same year's dollars. For the purposes
of this analysis, SAIC used a uniform discount rate of six percent for both energy efficiency
programs and supply side resources.

Avoided Capacity and Energy Costs

SAIC used HECO-supplied average annual avoided costs for capacity and energy for calendar
year 2009 as the basis for our analysis. Rather than use HECO's costs for future avoided costs,
however, we escalated the stated 2009 costs for a 20-year period (See values proposed in
Appendix A). Although we are not in full agreement that the resulting avoided costs are correct,
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we nonetheless believe that the results are superior to using the utility-supplied estimates.
HECO's future avoided costs had several years with negative values that we believe are not
appropriate for the purposes of our program design.

SAIC will work with the Contract Manager to develop an agreed-upon avoided cost methodology
for future estimates of the program's Total Resource Benefits.

Avoided Transmission and Distribution

For the purposes of this Plan, SAIC has incorporated avoided transmission and distribution
costs into the above-stated avoided energy and capacity costs.

5.0 RESIDENTIAL PROGRAMS

SAIC will deliver over PY2009 a portfolio of residential programs that are described in detail
throughout this section. We anticipate that the residential programs will resuit in distributed
incentives and savings as described in Figures 5-1 and 5-2, below.

Figure 5-1
Residential Program Incentives Across Programs

Distribution of Incentive Dollars

o REWH!
I

o ESH
DRI

Figure 5-2
Residential Program Savings Across Programs
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As these figures indicate, programs are not equally cost effective. The continued inclusion of

compact fluorescent lamps, for example, offsets the high cost of some measures such as the

Solar Water Heaters. As a result, the total residential portfolio maintains cost-effective energy
savings. Detailed program descriptions of the residential core programs is included in the

following pages.
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Residential Water Heater Program

Year round homeowners and apartment owners and tenants, mititary
housing agencies, multi-family owners/agencies

High first cost for solar or higher cost for efficient efectric DHW
Customer lack of access to capital for energy improvements
Lack of understanding of energy efficiency benefits
Reluctance to invest in property if not owner

Split incentives — tenants vs. landlords

To achieve cost effective kWh and kW reduction through the implementation
of solar and high efficiency electric hot water heating equipment, and to
educate customers about ways to reduce water heating consumption

# The program will be implemented through Solar installation contractors and
B promotion by retailers, with support and oversight from SAIC program staff.

We will continue for at least 6 months the existing program that provides

B 31,000 instant rebates for solar hot water systems installed by utility-qualified

contractors. The process is:

= Customers contact a contractor from the extensive list of pre-approved
contractors.

» Contractor comes to the home, analyzes hot water usage and provides a
written proposal for complete installation. The contractor's cost reflects a
$1,000 rebate.

» Contractor provides rebate form and helps customer to fill it out.

"8 " Contractor installs solar water heating system, and we will conduct a

post-installation inspection to make sure the system has been installed
properly.

. - Upon successful inspection, we will pay the contractor $1,000

For high efficiency electric hot water heaters, we will provide the same
rebates as the existing program of $40, $50, or $70 rebates for qualifying
models. Rebate levels are based on the size and efficiency of the water
heater. Rebate applications are provided by the retailer at the time of

1l purchase, or by the HYAC contractor at the time of installation. Rebate forms

must include an original purchase receipt.

SAIC will need to limit the number of incentives available at $1,000 per unit

¥ in order to offer incentives for other measures and to maintain program cost

effectiveness. SAIC will continue the existing program during the first six
months after taking over the program, and will review the program elements

to identify possible efficiencies of operation and enhancements, including

increasing the contractor/retailer network, statewide internet access to
program materials and information, and the possibility of providing access to
low-interest financing or a development of a revolving loan fund for all
customers. In addition, we will adjust incentive levels to an amount that will
increase cost effectiveness and still encourage the installation of retrofit
systems.

We will provide web-based information and application forms for each utility
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area, and will include a list of qualified contractors in each area. SAIC will
work with the local providers to expand the list of qualified contractors, if
possible, and provide informational and training sessions to enable more
contractors to be qualified and listed. In addition, SAIC will meet with retailers
in each utility area to explore opportunities for expanding the list of
participating retailers. We will provide training, program support and
documentation, cooperative advertising, educational materials to the
retailers, and will develop an incentive program for reaching specified
promotional and sales goals.

SAIC will work with HECO companies, local banks, local governments, or
Bostonia to ensure that all qualified customers have access to low interest
financing for purchase of higher cost energy efficiency measures, including
solar and electric hot water systems. The HECO companies will continue to
operate the Solar Savers pilot program during the first year of SAIC
operation, and will continue to participate in the Maui and Honolulu Solar
Roofs programs. SAIC will propose a program strategy to assume these
activities in our 2010 plan. Any additional financing initiatives will be
designed to complement and/or expand these programs.

PY2009 through PY2010

Solar hot water heating systems, high efficiency electric hot water heaters,
heat pump water heaters, and tank timers.

SAIC will continue the existing rebate levels of $1,000 for solar systems, paid
| to contractors to offset the customer's price for a limited time. Electric hot
water incentives will remain at the same level during the first six months.
During this time, SAIC will review the incentive and participation levels to
determine an alternate incentive level.

Initially, SAIC will conduct outreach with key allies including the Solar
Technical Advisory Group (Solar TAG); solar contractors; suppliers;
government and housing agencies; financial institutions; housing, apartment,
and contractor associations to promote the program, solicit feedback for
more efficient program operation, and identify opportunities for
implementation and coordination of efforts.

SAIC will continue the existing marketing and delivery process for solar and
electric hot water heating systems using an extensive network of pre-
approved installation contractors and instant contractor rebates. We will
continue to seek new contractors, pre-qualify and train them on program and
installation requirements, and provide a web-based list of pre-qualified
contractors for each utility area.

For solar systems, customers are advised to contact three contractors for
estimates. Customers schedule instaliation, and the installation cost from
contractor reflects a $1,000 incentive from HEEP. Contractors install
equipment, and help the customer fill out the application form. Application
form is submitted to SAIC, along with the Solar Installation checklist and an
i original contractor’s invoice. SAIC reserves the right to inspect the
installation, and will inspect a sampling of installed systems. Once the
application and required documentation are submitted, SAIC program staff
will process the incentive payment and mail to the customer.
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SAIC will continue the current process of marketing and promotion
coordination with retailers who sell electric hot water heaters, and will identify

opportunities to expand the number of participating retailers and the high

efficiency appliances and equipment offered under the coordinated point of
sale approach. Retailers promote the high efficiency appliance; provide
educational materials and application forms. Customers fill out the rebate
application form, and submit it to SAIC's implementation contractor (for
electric hot water heaters and possibly other point of sale appliances). SAIC
will explore the possibility of developing an incentive program for retailers to
promote high efficiency electric water heaters and other appliances.

SAIC will continue to use the existing program infrastructures, marketing and
delivery network during the first six months of SAIC operation, and will review
the program to identify possible operational efficiencies and program
enhancements, including the possibility of expanding availability of loan
financing or a development of a revolving loan fund for ali customers.

During the first six months, SAIC will meet with key allies including HECO
staff, the Solar Technical Advisory Group {Solar TAG), Rebuild Hawai’i,
Honolulu and Maui Solar Roofs staff, banks and credit unions participating in
solar loan programs, solar and electric hot water installation contractors,
contractor associations, and retailers to discuss the program, and solicit
feedback for any possible program efficiencies and/or enhancements,
including alternate incentive levels..

SAIC will continue to rely heavily on the network of installation contractors
who are involved in HECO Companies’ program. HECO currently has over
30 qualified installation contractors listed as program allies.

Program allies include listed contractors and HECO Companies’ staff, the
Solar Technical Advisory Group (Solar TAG), Rebuild Hawai'i, Honolulu and
Maui Solar Roofs' staff, Banks and credit unions participating in solar loan
programs, Solar and electric hot water installation contractors, Contractor
associations, and Retailers

SAIC may not inspect 100% of all systems. We will develop a statistically
valid sampling for inspection and evaluation purposes. Baseline data for
non-participants will be developed by the Evaluation Contractor.

SAIC may limit $1,000 incentives to 3500 solar hot water systems and
provide additional rebates at a reduced level.

Incentives of $3.5 million

5,784 net MWhs

o Contacts with key allies during first three months
* 4 Contractor certification seminars series in first year
¢ Continue advertising campaigns
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. ROGRAM B ll Residential New Construction

4

iTar‘g'et- . New homebuiiders, developers (including for military housing), and building/housing
kMa;k{et, j SN associations in the residential sector are the target market for the RNC program, with
i DR (WO goals:
SR » to capture the energy savings potential in household water heating (via solar,
heat pump, or high efficiency electric technologies) for new construction
« to promote green design for energy and environmental savings in new
canstruction.
gd Energy savings will initially come mostly from solar (until December 31, 2008) and
} high efficiency electric water heating with peak toad timer devices in new military
housing, as SAIC re-evaluates the ‘green’ residential measures market in HECO
service territories for opportunities to revitalize the existing Green Homes program.

Barriers to achieving these two energy savings and green design goals include
capital costs of relevant equipment and availability to Hawai'i homebuilders.

4 Given that the RNC Green Homes (green design) program has been in effect with
? little to no participation, there are clearly market barriers that prevent its expansion.
{ The existing program has noted that some types of ENERGYSTAR® -qualified
equipment and requisite insulation are not available or not easy to source on the
islands. Participant confusion may also be a barrier to the RNC Green Homes

3 program. The Green Homes program employs specific bundles of energy-saving

§ Measures qualifying for the Building Industry Association (BIA) Hawai'i Built Green
d certification standards to award incentives for differing levels of participation, as
opposed to simply requiring BuiltGreen certification protocols.

M Our objective will be to simplify the RNC Green Homes program by aligning the
f program with the existing BuiltGreen system and/or LEED for Homes certification
procedures, and to capitalize on the strong growth in military housing construction to
realize energy savings with the water heater and green design initiatives.

4 SAIC will work with the Building Industry Association of Hawai'i, other public and
#&1 private housing associations, project developers, and military housing

i representatives to develop and promote an effective marketing, educational and
incentive strategy for the Green Homes initiative and prescriptive energy efficiency

i Measures. SAIC will work with trade allies, provide training in green and energy-

efficient building practices, Built Green compliance, and LEED certification. SAIC

{ can provide training and program administration in the interim.

» SAIC proposes to provide incentives for fulfilling an appropriate number of
BuiltGreen checklist items in section 2 (Energy Performance and Comfort) and
section 5 (Home Operations), related to encouraging greater energy efficiency
and demand reduction. The number of credits to be required will be determined
during the review phase.

SAIC proposes to initially keep the current delivery mechanism and water heating
incentives in place, eliminating the solar water heating incentive for non-military
housing after December 31, 2009 when Act 204 requiring solar water heating in

residential new construction goes into effect. SAIC will review the costs and benefits
A of adding a number of additional financial incentives. Among the ENERGY STAR®
rated technologies that will be reviewed are:
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» Compact fluorescent indoor and outdoor fixtures (these will be a continuation of
an existing initiative)

» Decorative and dimmer CFL lamps

Refrigerators, dishwashers, washers, dryers

Cool roofs

Attic, whole house and ceiling fans

Windows and/or reflective film

Heat pumps, and central A/C systems

With input from housing and builders associations, trade allies and industry players
to determine the appropriate modifications to the program, SAIC will offer a menu of
incentives that can provide builders (or homeowners that build their own homes) a
flexible approach to incorporating some or all of these technologies. Another

@ proposed track of the program would reward builders with an increasing incentive for
achieving one, two, three or four stars under the Hawai'i Built Green Program (with
an appropriate number of credits in energy-related sections of the program) or
possibly to homeowners who achieve LEED certification.

The benefits to electric ratepayers include a reduction of future energy and capacity
needs due to a highly efficient building stock of new homes. An effective “green
homes” program can also provide substantial environmental benefits, including:

§ « Enhancement and protection of ecosystems and biodiversity
§ « Improvement of air and water quality

Reduction of solid waste by using recycled building materials
» Conservation of natural resources

S The key differences offered by SAIC to enhance the existing RNC program and
§ maintain the momentum of the successful water heating component include a suite
of prescriptive measures that will attract homebuilders and developers to more
energy efficient technologies and practices in new construction, without requiring the
time and investment of a comprehensive green design. In addition, the existing
Green Homes initiative and incentive program will be redesigned to take better
advantage of the BIA Hawai'i Built Green guidelines and reduce participant
confusion over the incentive ranking system.

| PY2009 through PY2010

Solar water heaters (until December 31, 2009); HE Eiectric DHW; HE Electric
Tank/Timer; Green Homes bundled measures. New measures to be reviewed for
implementation include Dimmer & specialty CFLs; ENERGY STAR® appliances;

| ceiling fans; whole house/attic fans; window glazing/film; central A/C; cool roof.

Existing incentives will remain in place through 2009. Additional prescriptive

{ incentives for ENERGY STAR® equipment and appliances, and certain other
applicable energy saving measures will be reviewed and an appropriate incentive
assigned. A scaled incentive based on achievement of Hawai'i Built Green or LEED
certification (with a defined set of energy-related credits achieved in either case) will
be developed.

SAIC will provide program implementation and management of the program. The

d primary delivery will be through local contractors with expertise in the target markets.
We may use a Request for Qualifications (RFQ) process to solicit qualified providers
of green building services to the residential new construction market. They will

Hawaii Energy Efficiency Program 29
Annual Plan for PY2009



SAIC.

From Science fo Solvtons

CA HEARING EXHIBIT 2
Docket No. 2008-0083
Page 33 of 69

receive from SAIC a program manual that describes the necessary steps and data
need to fully complete a green design review and recommendation. An application
for services or for prescriptive incentives must be completed and signed by a
customer, but may be assisted by one of the qualified allies.

Once an application is received, SAIC will approve or deny the proposed measures
and/or green building assistance. Once approved the services can commence.
Measures to be installed should demonstrate a reasonable payback. Once the
projects are complete, the customer will submit documentation of completion,
including equipment invoices, green building certification confirmation, and any other
verification data. The program office will verify the installation.

Allies and energy service providers who typically serve these markets will be
recruited to deliver the program incentives to their customers, but must be certain to
request approval from the program before installing equipment. Program training will
be advertised and offered to potential program partners through local breakfast and
lunch meetings. As with other programs, where possible, SAIC will seek out and
develop synergistic relationships with willing associations that have market potential
with respect either to end use or to market segment.

Calculated energy and demand savings, rebatesf/incentives, and all relevant
customer information will be entered, stored, and tracked in the central database.

As described previously, SAIC will continue the water heater program through 2009
as funding permits. Applicants to the Green Homes existing incentive program will
be accepted while the program undergoes review with allies and BIA representatives,
and realignment with the existing Hawai'i Built Green checklist requirements. Allies
in the Hawai'i new construction and energy industries will also be consulted for
review of proposed efficient prescriptive measures which SAIC believes could he
applicable in Hawai'i's climate and market. The measures deemed to have an
appropriate payback and demonstrated energy savings value will be introduced to
the market.

General administrative tasks including forms and database management will transfer
to SAIC upon startup. SAIC may make minor modifications to forms to clarify our
role in the program while minimizing customer confusion (i.e. logos), while reviewing
these items for opportunities to streamline documentation requirements.

Web-based application forms will be advertised and made available to customers
and their equipment/services allies.

SAIC will network and develop relationships with key market players, including
building associations and community development associations to leverage their
marketing resources to inform members. Application forms and marketing brochures
will be developed by SAIC. SAIC will publicize success of customer and ally partners
to demonstrate highest level leadership in an effort to pull the market. This publicity
will include press releases, case studies, demonstration showcases, and special
recognition at conferences and other public events.

General awareness marketing to all customers through sponsorship and participation
in Energy and Green Building fairs, seminars and community events

Program allies will be trained on the procedures required for green design
assistance. These allies will be a significant part of the marketing of the program
since their business will also benefit.

SAIC will coordinate marketing efforts with existing builders and contractor
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associations to sponsor and promote webinars, training sessions for builders and
trade allies.

SAIC will engage Hawai'i BuiltGreen in green program design to more closely align
Green Homes with the BuiltGreen rating system for new residential construction.

Evaluation ) To be determined
Requirements
Estimated A combination of 500 participants of the whole building and prescriptive components
Participation of the program

Budget $980,000 in incentives.

Savings Targets 3,474 net MWhs

-Program Metrics » Meet with program allies — builders, project developers, Hawai'i Built Green in
first three months

o Identify opportunities to streamline program elements in first 6 months
s 5 Quireach/training seminars in first year of SAIC operation
» Participation in 4 fairs or community events in first year

—
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Energy Solutions for the Home (ESH)

Residential single family, multi-family, Association of Apartment Owners, and

military housing in HECO, HELCO and MECO service termritories.

* Lack of understanding about how energy is used in the home

» Lack of information about product energy efficiency - Using an ENERGY
STAR® platform helps reduce the overall costs and risks associated with
identifying energy-efficient products. ENERGY STAR® offers a credible
source of easily identified information.

« Product Unavailability — Often related to supply and/or high price issues,
unavailability can be overcome through manufacturer buy-downs and/or
by working directly with retailers to increase stocking and ordering of
energy-efficient products.

= Higher first costs - High costs may be related to fow levels of
manufacturing or simply the higher cost of a given technology. Upstream
buy-down efforts can reduce the impact of this barrier.

* Undervaluing energy-efficient features (related to higher cost) — This
barrier is addressed primarily through marketing and efforts to expose
consumers to the benefits of the energy-efficient products. Point of
purchase rebates that allow customers to experience the features of a
product can help overcome this barrier in future purchases.

To encourage residential customers to reduce their home's electricity
consumption by understanding options for increasing efficiency through
audits, equipment tune ups and the replacement of older, less efficient
appliances with more energy efficient models, including ENERGY STAR®
rated lighting, cooling and other appliances. Overall program objectives
include the attainment of cost effective kWh savings and transformation of
existing purchase protocols to include energy efficiency as an important
criteria for decision making.

The program will include a direct customer incentive component,
administered by an implementation/fulfilment contractor, with management
oversight by SAIC program staff. Existing incentive levels will be continued
during the first three months, and assessed and adjusted, if necessary, to
provide the maximum cost effective level to meet the program'’s objectives.
SAIC will also identify, during this period, additional cost-effective measures
and appropriate tevels of incentives to be introduced into the program in
January 2010. In addition, SAIC will train, certify and provide oversight for a
number of energy audit contractors who will provide in home energy audits to
single and multi-family owners and tenants. In addition, SAIC will expand the
current HECO HVAC pre-qualified contractor program to include cost-shared
air conditioner tune ups for central A/C systems. These will be provided at
no cost for low-income customers.

The current program that we will continue provides educational materials &
prescriptive incentives to residential customers who purchase and install
energy efficiency measures that meet or exceed ENERGY STAR® standards.
Incentive amounts are generally set at 25% of incremental cost. Available
rebates are:
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38 Ceiling Fans $40 Ductless Split A/C  $110
[l Clothes Washers  $50 Dishwashers $ 50
CFL- Standard*  $ 1 Refrigerator $ 50
3 CFL- Specialty* $ 3 Window A/C $ 50
B CFL - Dimmable* § 5

*CFL coupons are provided for point of sale purchase reductions. These are
not included on the rebate application. The program promotes CFLs through
Memorandum of Understanding cooperative agreements with participating
“teams” of manufacturers or distributors and retailers in which they provide
funds for the advertising and promotion of CFLs and coupons for instant
rebates to customers. Retailers signing the Memorandum of Understanding
{(MOU) received POP displays, assistance in ordering and stocking qualifying
products, and sales staff training. In return, retailers agreed to promote
consumer education, undergo staff training and follow proper coupon
redemption procedures

We will also offer an incentive of $50 towards the servicing of a central air
conditioning system (e.g., coil cleaning, filter replacement, etc.) performed by
a qualified independent contractor. Contractor qualifications include a
currently active State of Hawai'i C52 A/C Contractor’s license.

Applications will be accessed online, through the program’s website, in hard

copy or on-line forms, or through point of sale retailer displays. The

B application includes customer information, including utility account

# information and a series of check boxes to indicate the measure(s) for which

the customer is requesting rebate(s). Relevant information is also requested

 including the store product code, brand, model number, size, EER (for air

conditioners), and installation date. The application also requires that the

store name, location and date of purchase be listed, and the original

{ purchase receipt must be attached. The application notes that the brand and
model must be listed on the ENERGY STAR® website in order to qualify for a

4 rebate, and that the application must be postmarked/dated within six months

q of the date of purchase. '

Applications are processed and incentive checks issued by Honeywell (or

H another fulfillment contractor.)

1 SAIC will continue existing rebate measures and expand the list of incentives
4 for ENERGY STAR®qualified measures, including possibly whole house and
attic fans, cool roofs, home electronics, home office equipment and
additional emerging technology measures. Online rebate applications wili be
4 accepted, in addition to mailed hard copy rebate applications.

SAIC will add an Energy Audit componént. Customers will be able to access
a simple, online self-audit at no charge, or a customized walk-through audit
conducted onsite by a certified energy auditor, resulting in an audit report
with a detailed action plan for implementation. We will train a local network
of audit providers, using a nationally recognized auditor training organization
such as Building Performance Institute (BPi). We will incorporate some

§ combination of energy simulation modeling.
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Audits may be subsidized based on income and will include:
* Customer education

* Specific recommendations for reducing energy consumption and
costs

* |Implementation assistance —

¢ Selected CFL direct installation (dimmable and specialty
CFLs) — up to 4 CFLs as appropriate

o Direct installation of up to 4 faucet aerators and up to two
low-flow showerheads

o Hot water tank adjustment to 120 degrees if possible
o Refrigerator coil cleaning

A/C tune up will be continued, and SAIC will review the existing $50 incentive
level, to see if a higher level is appropriate. SAIC will identify additional
service providers, if possible, qualify them, and provide training and
educational materials to help them to promote high efficiency equipment to

d their customers. SAIC will pay the full cost of the tune-up (coil cleaning, filter
replacement, etc) for low-income customers.

SAIC will explore the feasibility of providing a low-interest financing
mechanism, either through Bostonia or on-bill financing, in cooperation with
HECO, to help customers pay for higher cost measures identified in their
energy audits, such as cool roofs or high efficiency air conditioning systems.

PY2009 through PY2010

Incentives will continue to be provided for measures that are in the existing

HECO Companies' program (Ceiling Fans, Ductless Split and Window Air

Conditioners, Clothes Washers, Dishwashers, Refrigerators, Specialty and

Dimmable CFLs). New measures that pass cost effectiveness screening,

including possibly whole house and attic fans, cool roofs, home electronics,

home office equipment and additional emerging technology measures will be
added.

Incentives will be based on incremental costs, from 50% — 100% of
incremental cost, determined through cost benefit tests for individual
measures.

b N G
‘ emy n_t

Ay 0

L e The incentive program will be administered by an implementation/fulfillment

] contractor, with management oversight by SAIC program staff. SAIC will
contract with the existing provider, Honeywell, if possible. SAIC will develop
application forms to be used immediately upon takeover of the program, and
existing measures and incentive levels will be continued during the first three
months. New measures will be added and incentive levels will be adjusted ,
to provide the maximum cost effective level of savings to meet the program’s
objettives.
4 SAIC will develop a Program mplementation Manual to guide the
4 participation process and contractor services. During the first three months
A of program operation, SAIC will meet with participating retailers to explore
| opportunities to continue cooperative marketing efforts for ENERGY STAR®
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appliances, with incentives to retailers who sell a certain level of appliances
each month. To receive an incentive, purchasers will submit an application
to SAIC's implementation contractor, with required information and
documentation to support the incentive application, including an original
purchase receipt. The fulfilment contractor will process the application and
mail the rebate checks.

The new audit component will be administered by SAIC program staff, using
pre-qualified audit contractors. SAIC will contract with the Building
Performance Institute or another nationally recognized auditor training
program to provide auditor training and certification, possibly in conjunction
with local Community Colleges or universities, in order to train a group of
energy audit contractors that can provide services in all HECO companies’
territories. Audits will be provided to low-income customers at no charge.
SAIC will contract with local weatherization agencies to provide income
verification, and possibly energy audits for low income customers, if this
service is provided by the weatherization agencies.

Customers will schedule audits either online or through the 800 number,
Audits will be performed onsite and will include an education component and
direct installation of specialty CFLs, faucet aerators, low-flow showerheads,
hot water tank temperature setback, and refrigerator coil cleaning. A
customized report and action plan will be prepared and presented to the
customer, along with educational materials and available financing
information. SAIC program staff will be trained to review a sampling of
reports for quality control, and follow up with a sampling of customers
approximately one month after the energy audit to survey their experience
and plans for implementation of recommended measures.

Customers with central A/C systems will be given a coupon by the auditor for
a cost-shared tune up of their system, including coil cleaning and filter
replacement, to be performed by a contractor from SAIC's list of qualified
HVAC contractors. The customer will contact the HVAC contractor, and
schedule the service. The customer will pay their share of the cost to the
contractor, and the contractor will submit the required documentation to SAIC
pragram staff for reimbursement of the SAIC share of costs,

SAIC will continue the existing program during the first three months after
taking over the program, and will identify new measures and begin to set up
the audit program during this period. It is expected that several new
measures will be added at the end of the first three months, and that the
audit component will be added at the beginning of 2010. We will conduct
outreach sessions with Weatherization agencies, community colleges and
universities, local organizations and other advisory groups to determine the
audit approach {whether it will be offered through an expansion of existing
agencies or a new programmatic approach). SAIC will contract for audit
services and begin to train and certify auditors. During the first three months
after the program is transitioned to SAIC, we will reach out to participating
retailers and HVAC contractors, and identify additional contractors. During
the first six months, SAIC will organize and conduct three
information/training sessions for contractors, to familiarize them with
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programs and procedures for participation.

Marketing
Strategies

SAIC will engage vendors in marketing strategies to encourage point-of-sale
advertising, vendor-generated ads, etc. Community activities from other
program initiatives (Community Pilot, etc.) will also play a large role in
outreach. We will try to use marketing to inspire behariorial changes.

Program Aily Meetings and informational/training sessions to explore partnerships with
Strategies allies, Weatherization service providers, participating retailers, HVAC
contractors, banks, homeowner and community associations, military
housing associations.

Evaluation To be determined

Requirements

Estimated Over 420,000 individual units across all eligible technologies
Participation

Budget $1.98 million in incentives

Savings Targets 61,173 net MWhs

Program Metrics » Launch advertising immediately after SAIC takes over

* |dentify and contract with auditor training organziation within first
three months of operation

e  Two auditor training sessions within three months after contract with
auditor training organization

e HVAC training and certification — 3 sessions in first 6 months

* Meet with retail partners in all service areas within first 6 months
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6.0 BUSINESS PROGRAMS

SAIC will deliver over PY2009 a portfolio of business programs that are described in detail
throughout this section. We anticipate that the business programs will result in distributed
incentives and savings as described in Figures 6-1 and 6-2, below.

Figure 6-1
Business Program incentives Across Programs

Distribution of Incentive Dollars

Figure 6-2
Business Program Savings Across Programs

Distribution of MWh Savings

Detailed program descriptions of the residential core programs is included in the following
pages.
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Ml Commercial & Industrial Energy Efficiency (CIEE)

ij'arget'- - B All commercial, institutional, governmental and industrial sector customers
‘Market® '

receiving electric power from HECO, MECO, or HELCO are eligible under
this program. The program will target specific markets with high energy

| savings potential in lighting, cooling and ventilation for commercial market

| segments such as offices, hotels/resorts, retail, restaurants and schools, and
{ with high savings potential in motors, pumping and industrial processes for
the industrial sector. Additional prescriptive technologies may include
compressed air systems, variable frequency drives (VFDs), and certain
controls, such as Guest Room Energy Management (GREM) systems and

{ lighting controls.

SAIC will investigate the potential for additional prescriptive end uses
including plug loads and ENERGY STAR® appliances. Additional targeted
markets include military and government, as well as university and colleges.

1 The prescriptive program (CIEE) is designed to overcome the following

d market barriers:

» Higher initial first cost associated with EE technologies

¢ Unfamiliarity with energy efficient technology

» Life Cycle Cost vs. Simple Payback decision analysis

* Availability of energy efficient technology due to low market demand

§ The objective of this program is to acquire electric energy and demand

savings through customer installation of standard, known energy efficiency

technologies by applying prescriptive incentives in a streamlined application
and grant award process.

4

¥ Incentives with deemed savings, agreed to and set by the Commission or
i Contract Manager, will be offered through trained program staff, supported
by local market providers (allies). SAIC will develop a detailed

i implementation plan; measure lists, rebate levels, and application forms;
 recruit participants; process incentives; and provide random verification.

Customers will complete application forms and provide evidence of
installation after they have completed the project. The program office will

i verify the installation and process the grant request within two weeks of

b receipt. SAIC or its fiscal agent will send a grant check to the applicant upon
i receipt of all required documentation.

Deemed savings, grant amounts, and all relevant customer information will
§ be entered, stored, and tracked in the central database.

1 The program will provide rebates for energy efficiency products available in
4 the marketplace that provide savings for a wide array of customers. The
program will target measures for which energy savings can be reliably
deemed, or calculated using simple threshold criteria. Flat rate incentives
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will be based on deemed savings that ensure program cost-effectiveness.
The rebates are pre-set rather than calculated based on the specific project.

The intent of this structure is to make it very easy for both customers and
energy efficiency equipment providers to participate. In addition to paper
forms, customers will alsc be able to submit applications through a web-
based form. One advantage to this program is that it provides the same level
of service to all customers equitably, regardless of size. The program will
also include a self-assessment form that the customer can complete on
hisfher own to identify potential savings.

Participant savings will generally accrue on a one-for-one basis for many of

i the rebated technologies, as inefficient technologies are replaced by high

efficiency measures.

SAIC will continue to use the existing program infrastructures, incentive

B structure, and marketing and delivery network during the frist six months, and

during this period, will review the program to identify possible efficiencies of
operation and programmatic enhancements. Program baseline efficiency
thresholds will be adjusted as necessary to coincide with the adoption of a
statewide Hawai'ian energy code when that occurs.

PY 2009 through PY2010

Eligible measures include:
» High efficiency interior and exterior lighting
» Automatic Lighting Controls
e Premium Efficiency Motors
s Variable Frequency Drives
* Cooling and ventilation for commercial markets
s Pumps
o Compressed Air System Components
» Building Automation Components (i.e. Guest Room Energy
Management or GREM)
o ENERGY STAR® appliances
» Basic Refrigeration System Components

: Periodically, the eligible measures will be re-evaluated to determine if
| additional measures are warranted.

B Customers will be awarded incentives based on the number of qualified
M equipment installations. These incentives will be backed up by standard,
| reliable assumptions and calculations and are subject to internal review by

the program. The incentive rate will be based upon program $/kWh and
$/kW rates. Then the final incentive will be tied to measure net kWh and kW

: savings. Some savings estimates for the program may require information
B such as hours of operation or occupancy, equipment loadings, production
i rate, weather, and a variety of other factors. In addition, total incentives will

also be limited by a maximum 50% of total project cost to ensure program

i cost-effectiveness.
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‘Implementation “Allies and energy service providers who typicaﬁy serve these markets will be
- Strategies recruited to deliver the program incentives to their customers. Program

training will be advertised and offered to potential program partners through
local breakfast and lunch meetings. SAIC will also investigate the feasibility
of providing sales allies direct incentives, based on performance. Where
possible, SAIC will seek out and develop synergistic relationships with willing
associations that have market potential with respect either to end use or to
market segment. If appropriate, direct installation of some measures may be
investigated.

Update application forms as needed.

Qutreach staff will collaborate with HECO large account managers
and existing allies to market and build awareness of any upcoming
program changes.

Schedule kick-off meetings with market allies, and major customer
accounts to introduce or re-introduce the program.

Create a program participation manual with sample applications and
back-up documentation clearly illustrating the required information.

:Marketing

Web-based application forms will be advertised to and made
available to customers and their channel allies (lighting, cooling,
motors, controls).

Allies from the various channels will be trained and recruited as
program partners to enhance sales of their energy efficiency
equipment.

In addition to face-to-face breakfast trainings, program training
webinars will be conducted to recruit and train partner allies.

SAIC will network and develop relationships with key market players,
including business associations and chains, in order to understand
the markets and decision points and to leverage their marketing
resources to inform members.

'SAIC will provide information to customers on how to participate

through their various channels, such as direct mail and web pages.

Application forms and marketing brochures will be developed by
SAIC.

SAIC will publicize success of customer and ally partiners to
demonstrate highest level leadership in an effort to pull the market.

Work with equipment vendors to determine what items in their current
product lines are eligible for incentives.

Provide vendor "Tool Kits" with quote stickers, program brochures,
etc, to promote the program with their customers.

Face-to-face and online webinars will be conducted to recruit and
train partner allies, empowering them to deliver the program directly
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to their customers.

Incentives with deemed savings, agreed to and set by the Commission, will
be offered through trained staff of the participating utilities, supported by a
cadre of local market providers (allies). As projects are completed and
applications approved, the deemed savings, grant amounts, and all relevant
customer information will be entered, stored, and tracked in the central
database.

A sample set of completed projects receiving incentives from the CIEE

program will be verified by evaluators using methods including, but not

limited to, file reviews of relevant documentation and on-site equipment
verification, and surveys with participants and allies.

Over 240,000 units of qualifying equipment.

$1.66 million in incentives

15,684 net MWh

« Identify and connect with existing program allies and relevant business
associations during first two months after SAIC begins operating the
program.

« Launch advertising program and program training opportunities

« Four breakfast meetings or webinars informational/training sessions for
trade allies during first three months to explain the program operation

» Contact all major retailers in each service territory during first six menths
of operation

 Direct contact with top 100 energy users in first year of program operation
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Commercial and Industrial New Construction (CINC)

All commercial, institutional, governmental and industrial sector customers
receiving electric power from HECO, MECO, or HELCO are eligible under
this program. The program targets new construction and major renovation
projects as defined by ASHRAE or IECC in these markets to encourage the
installation of measures with high energy savings potential in fighting,
cooling, motors, ventilation, and enhanced building envelope design.
Design support will be provided for whole building and comprehensive
designs that include multiple measures with interactive effects. Custom
applications can include compressed air systems, heat recovery hot water,
variable frequency drives (VFDs), demand control ventilation, lighting and
building controls, and renewable energy systems such as solar thermal,
SWACS, and biogas recovery.

The new construction program is designed to overcome the following market
barriers:

- Higher initial first cost

- Unfamiliarity with energy efficient technology

- Limited assistance for design and evaluation of energy efficient

technology
- Life Cycle Cost vs. Simple Payback decision analysis
- Availability of energy efficient technology due to low market demand

The program objective is to provide the building development community with
the information and analytic tools that will support long term, above code
compliance design decisions and provide financial incentives that reduce first
cost barriers.

New construction is the construction of a new facility, the construction of an
addition to an existing facility, or the major renovation of an existing building
(gut/rehab or usage change). The major benefit of the program is that it
helps identify energy efficiency and renewable energy opportunities when
they are least costly and mostly to be installed so as to avoid lost
opportunities and the need to go back, after construction, to make expensive
building and equipment modifications.

The key groups in these decisions include developers and their architects
and engineers. SAIC will recruit the local A&Es, equipment providers and
energy service providers and consultants (allies) who typically serve these
markets, educate them about the program benefits and process and solicit
their support to deliver the design assistance and program incentives to their
customers. Program and energy efficiency design training will be advertised
and offered to potential program partners through local breakfast and lunch
meetings. Where possible, SAIC will seek out and develop synergistic
relationships with willing associations that have market connections.

The SAIC team will meet with developers to identify new projects and to
assess energy efficiency opportunities early in the project schedule while
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time still exists for their inclusion. This ensures maximum impact on these
potential lost opportunities.

SAIC will provide program management and develop program procedures,
incentive rate levels, and application forms. It will recruit participants, review
designs for efficiency opportunities and advise participants of program
eligibility and incentive potential, calculate and issue incentive offerings, and
process incentive applications and payments. SAIC program staff will
recommended incentive levels, for approval by the Commission or its agent.
Incentives will be available for measures and designs that exceed some
threshold above code requirements or current standard design practice,
whichever is stricter. HECO Companies may continue to provide
1 implementation support services.

After review and approval of the energy savings offered by the proposed

} design, the program applicant may proceed with equipment purchase and
construction. All applicants must receive approval from the program before
construction. When construction is complete, the customer submits
documentation of completion, including equipment invoices and other

4 verification data that supports the installation of the energy savings which
served as the basis for the incentive offering. SAIC will review the supporting
B documentation and confirm the installation complies with the terms of the

A incentive offer. SAIC or its agent will send a grant check to the applicant
upon receipt and verification of all required documentation. Calculated
energy and demand savings, grant amounts, and all relevant customer
information will be entered, stored, and tracked in the central database.

SAIC will provide building owners, developers and design teams with the
tools to make informed energy decisions about managing operating costs
and addressing equipment efficiency options that improve occupant comfort
and satisfaction. The New Construction Program (CINC) wil! provide
technical project assistance, financial incentives and training opportunities to
building owners and design teams.

A This program will offer a combination of prescriptive and custom incentives
and design assistance to ensure that eligible projects take advantage of

3 opportunities to achieve the highest achievable energy efficiency levels.

%1 SAIC staff and other local providers will provide design assistance from the
project start to identify the best design considerations and promote
investments in them through prescriptive and custom incentives. The

o incentives will be offered for designs or equipment that exceeds some

4 baseline threshold above code or other standards. This program will be
delivered by program staff, utility representatives, and trained market
partners. For the first six months, this program will continue with the existing
i program. However, process modifications will be identified, recommended,

1 and adopted for the full transition.

! Program baseline efficiency thresholds will need to be adjusted to coincide
with the adoption of statewide Hawai'ian energy code which will likely occur
in the next few months.

PY2009 to PY2010.

{ Any cost beneficial building component measure, design strategy, or
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' } renewable technologies that can demonstrate electric energy savings and

B pass the Total Resource Cost Test. High efficiency measures can include air
! conditioning, lighting systems, day lighting and lighting controls, building

controls and automation, NEMA premium efficiency motors, variable speed

drives, ventilation systems, fans, pumps, air compressor systems, and

improved envelope designs.

Ml Customers will be awarded incentives based on exceeding a baseline energy
R use threshold related to code requirements for many standard technologies
(generally, prescriptive-eligible technologies) and for incremental savings on
best practice technologies that replace initial design technologies. The
incentive structure will be agreed to and set by the Commission or Contract
Manager and is likely to be less than prescriptive levels for standard
technologies. For example, lighting incentives will likely be based on best
practice technology that exceeds code requirements; cooling on the basis of
tons and EER level in excess of code; and compressed air on the basis of

i best practice technology compared with conventional sales. Incentives may
! not exceed the full incremental cost, relative to the baseline technology cost,
and be must be cost-effective from the program perspective.

{ The Program will have two program tracks: an equipment-based prescriptive
track and a whole building comprehensive track.

The prescriptive track will offer a menu of equipment specific incentives
based on energy efficiency performance ratings that exceed ASHRAE 90.1
2004 (the proposed statewide Hawai'ian energy conservation code will be
based on |IECC 2006 references ASHRAE 90.1 2004, The equipment type
and efficiency performance thresholds will parallel those offered by CICR to
avoid confusion between programs and prevent gaming between programs.
These incentives are intended for simple, less complex new construction
eligible projects that offer limited opportunity for design changes or
innovation.

2 The comprehensive track will provide tiered incentives based on cost savings
improvements over a code compliant based performance threshold as
supported by industry accepted engineering calculation methodologies or
energy modeling defined by ASHRAE 90.1. COMCHEC might also be used
to demonstrate performance improvements. Per unit incentives will increase
with incremental cost performance improvements. These incentives are
intended for more sophisticated, complex projects with multiple systems
interacting and offering significant opportunity for design innovation and
energy savings. This track will especially focus on projects offering
4 opportunities to modify envelope design and reduce internal loads and
{ equipment capacities.

4 Initially SAIC will work with the existing HECO Companies' representatives to
{ contact existing program participants and pending applicants to assure

i participant of the continuity of the program and its commitments and to learn
of the project status. SAIC will also identify contractors and design team
members of current project applicants for outreach and to advise of program
requirements. New project opportunities will also be discussed at this time

4 with these contacts. Program changes will be based on improvements to

-] building codes and timed to occur simultaneous with new code adoption to
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piggy back off the code improvement and the publicity and educational
programs surrounding such adoption.

Marketing
Strategies

Web-based application forms will be advertised and made available to
customers, developers, architects and engineers. These allies will be trained
and recruited as program partners to enhance energy efficiency upgrades to
new facilities. Architects, in particular, are quick to adopt new design
strategies and likely will be receipt candidates for the program’s message. In
addition to face-to-face breakfast trainings, program training webinars will be
conducted to recruit and train partner allies.

SAIC will network and develop relationships with the key market players, in
order to understand the markets and decision points and how to leverage
program incentives and design assistance for their customers. The
participating utilities will provide information to customers on how to
participate through their various channels, such as direct mail and web
pages. Application forms and marketing brochures will be developed by
SAIC. SAIC will publicize success of customer and A&E firms to
demonstrate the highest levels of leadership in an effort to pull the market.
This publicity will include press releases, case studies, demonstration
showcases, and special recognition at conferences and other public events.

Program Ally
Strategies

SAIC will develop contacts with the local chapters of AlA, ASHRAE, the
Hawai’ian Council of Engineering Societies and BOMA and request
opportunities to meet with membership to present program information and
application details. Early contact with these organizations is essential since
program calendars fill up quickly and are in place by early fall. SAIC will also
serve as a resource for design efficiency information.

Evaluation
Requirements

To be determined

Estimated
Participation

Approximately 100 buildings

$1.47 million in incentives

Savings Targets

21,255 net MWh

Program Metrics

» |dentify and connect with developers, architects, and engineering firms
related to the target markets

» Launch advertising for program and program training opportunities

» Provide direct contact to the top 20 building developers and A&E firms
within the first year

e Three program training webinars in first year
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';:F‘,'RO_GRAM:»- B Commercial and Industrial Customized Rebate (CICR)

All commercial, institutional, government and industrial sector customers are
3 cligible under this program. The program targets specific markets with high
il cnergy savings potential in lighting, cooling, ventilation, for commercial
market segments such as offices, hotels/resorts, grocery stores, and schools.

The custom incentive program is designed to overcome the following market
barriers:

: * Limited Capital Cost

s Actual / Perceived Productivity Risk

 Limited market acceptance of new technologies

= Low market knowledge of opportunities

= Low market understanding of savings resulting from opportunities

» Lack of market visibility of energy efficiency options

The program objective is to provide a custom application and granting
process for participants to receive incentives for installing non-standard
energy efficiency technalogies. The commercial and industrial custom
incentives will enable customers to invest in energy efficiency opportunities
related to manufacturing processes and other technology measures that may
{ require calculations of energy savings for specific, unique applications.

Incentive awards will be based on calculated savings that ensure program
cost-effectiveness. Participants must notify the program prior to the project
s0 that existing equipment can be inspected. Engineering calculations are
| required and will be subject to internal program engineering review. Projects
must have a payback of greater than one year and pass the benefit-cost test.
d The incentive rate for retrofits is based on energy savings and the total
3 incentive will not exceed the 50 percent of incremental cost of the energy

i efficiency improvement.

{ To apply a customer or his agent must submit a brief proposal that describes
the project and includes estimates of energy savings and payback. The
customer may also call the program to request assistance. SAIC will
continue to use the existing program infrastructures, incentive structure, and
8 marketing and delivery network during the transition period, and during this

4 period, will review the program to identify possible efficiencies of operation
and programmatic enhancements. This program will be delivered by SAIC

¥ program staff, utility representatives, and trained market partners.

This program will provide a custom application and granting process for
participants to receive incentives for installing non-standard energy efficiency
d technologies. The intent of this structure is to enable customers to invest in

¥ energy efficiency in processes and other technology measures that may
require calculations of energy savings for specific, unique applications.
Incentive awards will be based on calculated savings that ensure program
cost-effectiveness. Participants must notify the program prior to the project
so that existing equipment can be inspected. Engineering calculations are

j required and will be subject to internal program engineering review. Projects
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must have a payback of greater than one year and pass the utility benefit-
cost test. The incentive rate for retrofits is based on energy saved and the
total incentive will not exceed the 50 percent of incremental cost of the
energy efficiency improvement.

H common custom technologies include, but are not limited to, VFDs for HYAC

pumps and fans; air conditioning system upgrades, such as controls and
change-outs; process heat recovery, booster pumps, heat pump water
heaters, and renewable energy technologies.

d To apply a customer or his agent must submit a brief proposal that describes

the project and includes estimates of energy savings and payback. The

"'__ customer may also call the program tec request assistance. SAIC will

continue to use the existing program infrastructures, incentive structure, and
marketing and delivery network during the first few months of taking over the
program, and during this period, will review the program to identify possible
efficiencies of operation and programmatic enhancements. This program will

.:} be delivered by SAIC program staff, utility representatives, and trained

market partners.

One advantage to this program is that it provides an opportunity for more
complicated project proposals to be vetted and funded. These incentives
help to reduce payback periods and lower first-cost.

Potential changes to the program
e Simplification from two separate rates to one single incentive rate for
both existing buildings and new construction with incentive for both
kW and kWh saved.
e Multi-year incentive disbursement will not be offered. (pros/cons)
¢ Introduction of a feasibility study incentive

{ PY2009 through PY2010

| Custom incentives will be available for all energy-savings opportunities that

are not already covered by the prescribed incentives. Custom incentives will
not be limited to a certain list of measures. Common custom technologies

include, but are not limited to, VFDs for HVAC pumps and fans; air

conditioning system upgrades, such as controls and change-outs; process
heat recovery, booster pumps, and heat pump water heaters.

We will maintain the incentive levels currently used by the program. The
custom incentive for any given project will be based on the expected annual
energy savings and will be calculated by applying incentive rates approved

] by the commission to the amount of peak kW reduction and the total kWh

expected to be saved in the first year following project completion.

& incentives will be limited to not more than 50% of the project cost and will

only be eligibte for projects which are determined to be cost effective.

4 Creative incentive strategies will be utilized through the program year to

increase participation. Examples of such program may include, but are not
limited to;
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* Targeted feasibility study offerings to create new projects in select
technology areas

* Retrocomissioning offerings to uncover new projects in energy
intensive systems

Implementation
Strategies

» Update forms to reflect changes

» Hold kick-off with market allies, business and trade associations nterested
large customer accounts

* Provide example projects and complete example applications to show
applicants what a counts as a complete application

Transition
Strategies

Work through participating utility staff and through marketing outreach to
prepare market for upcoming changes

Marketing
Strategies

Program Ally
Strategies

Evaluation
Requirements

Estimated
Participation

Savings Targets
Program Metrics

Web-based application forms will be advertised and made available to
customers and their equipment/services allies. Allies will be trained and
recruited as program partners to enhance sales of their energy efficiency
equipment and services. In addition to face-to-face breakfast trainings,
program training webinars will be conducted to recruit and train partner allies.

SAIC will network and develop relationships with key market players,
including business associations and chains, in order to understand the
markets and decision points, and to leverage their marketing resources to
inform members. The participating utilities will provide information to
customers on how to participate through their various channels, such as
direct mail and web pages. Application forms and marketing brochures will
be developed by SAIC. SAIC will publicize success of customer and ally
partners to demonstrate highest level leadership in an effort to pull the
market. This publicity will include press releases, case studies,
demonstration showcases, and special recognition at conferences and other
public events.

Offer program ally custom incentive training through webinars and
workshops to ensure program allies are comfortable with utilizing all aspects
of the custom incentive program to sell more energy-efficient options to their
respective customers.

To be determined

Over 700 individual measures

$2.1 million in incentives

21,345 net MWhs

» ldentify and connect with key business associations related to the target
markets
« Launch advertising for program
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7.0 LOWINCOME/HARD TO REACH

SAIC will target low-income and hard-to-reach customers as defined by the Commission during
PY2009. The hard-to-reach population will be served by existing programs that provide
assistance or incentives for appropriate end-use technologies, but will be marketed in a targeted
fashion through community outreach efforts to encourage broad participation.

For the low-income sector, SAIC will work in cooperation with local Weatherization Assistance
Program (WAP) providers to maximize and supplement those program'’s efforts. Due to the
recent assignment of significant federal funding to WAP for this year, SAIC may alter plans for
serving this sector to be more aligned with those one-time efforts to reach low-income
households. We will further develop our plans to serve this sector as federal funding is
allocated across the State.

Qur initial plans for the low-income and hard-to-reach sectors are described in greater detail in
the following pages.
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;PROGR&M ' Residential Low Income

© f

The Federally funded Weatherization Assistance Program, supplemented by
j other funds, has helped low-income families install insulation jackets and
timers on water heaters, provided new heat pump water heaters, and offered
advice on improving energy efficiency. In Hawai'i, the program is
administered by the Department of Labor and Industrial Relations, Office of
Community Services. For the past two years, HECO has been in the process
of developing a low-income program for single-family customers. The
program was planned to target low-income single-family owners and renters,
qualified under the State of Hawai'i low income guidelines. HECO has been
in negotiations with established third-party agencies that typically deal with
low-income customers, such as the Honolulu Community Actions Program
(HCAP) to administer the program. HCAP was to develop the marketing and
promotional materials, recruit and qualify customers, certify the installations,
d and schedule the onsite work.

SAIC had proposed to explore the possibility of providing additional funding to
the agencies to provide services to households that are above the eligibility
criteria for WAP services (150 percent of the poverty level), but may still be
considered low-to-moderate income (200 percent of the poverty level).
However, in January 2009, as part of the American Recovery and

¥ Reinvestment Act of 2009, the Weatherization Assistance Poverty guidelines

{ were increased to 200% of federal poverty level, Another part of that
legislation provided significant funding increases for Weatherization services.

SAIC has begun discussions with the Department of Labor and Industrial
Relations (DLIR), Office of Community Services (OCS) program staff who
administer the state Weatherization funds, to determine the best use of the
low-income funds under SAIC’s administration that will complement any
planned expanded services by Hawai'i's WAP providers. DLIR has issued an
RFP for not for profit agencies to submit proposals for funding under the 2009
supplemental funding amount of approximately $4.1 million. Proposals were
due on May 7™, 2009. SAIC will continue meetings with the agency after.this
date to discuss funded proposals and to determine how best to coordinate
SAIC program funding with the proposed services.

Customer lack of access to capital for energy improvements
Lack of understanding of energy efficiency benefits
Reluctance to invest in property if not owner

Split incentives — tenants vs. landlords

To achieve kWh savings and reduce energy costs for low-income customers

Program will be offered through a proposed Contractor-based strategy,
utilizing existing network of CAP agencies in HECO territory and Economic
Opportunity agencies that provide low-income services in MECO and HELCO
service territories. SAIC will provide program oversight of CAP and other
contractors’ services, training (including auditor training) as needed,

4 educational and outreach materials, and reimbursement for program services
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and measures. Depending on program funding levels, a refrigerator
replacement component will be explored and considered as an addition to the
program in the 2010 program year. SAIC will work with appliance
manufacturers to implement a bulk refrigerator purchase, if availability of high
efficiency models is a limiting factor. Key to program efforts will be continuing
outreach to groups and organizations that impact or administer low-income
services and programs.

The current HECO program strategy is to enable qualified low-income single
family customers, as defined by the State of Hawai'i guidelines, to receive
installation of CFLs and high efficiency water heating measures at no cost to
them. The program has been in the planning and very early implementation
stages for the past two years. HECO's program was set up to work with
established third-party agencies that typically deal with low-income
customers, including Honolulu Community Actions Program (HCAP). The
HCAP agencies would be developing the marketing and promotional
materials, recruiting and qualifying customers, certifying the installations, and
scheduling the onsite work. The qualified customers would not have to pay
{ for the installation of the measures.

HECO and HCAP jointly developed an agreement outlining the expectations
and responsibilities for each partner. Numerous meetings were held at the
main HCAP office and trainings at each of the regional offices discussing how
this program could be effective with all levels of personnel. During this time
applications were developed and processes for helping applicants fill the
forms were tested, resulting in modifications to ensure that personal income
levels would not be shared with HECO to protect the applicant's privacy. Due
to funding and manpower shortages at HCAP, HECO funded an additional
HCAP employee to help administer the program. HECO has also researched
i and identified venders for purchase of CFLs, showerheads, faucet aerators,
and worked out systems with HCAP for accounting and maintaining
inventories. HECO did not expect any impacts from the RLI Program until
after the HCAP took applications for the State of Hawai'i's Low-Income Home
Energy Assistance Program (LIHEAP) in June 2008. A person was hired by
§ HCAP in April of 2008, who created procedures, documentation and reports
to assist in the communication flow. However that person left two weeks prior
1 to the start of June. The position was not filled by HCAP as they entered their
{ busiest time of the year dealing with LIHEAP applicants.

{ From June to October approximately 1,000 applications were received by
HCAP's offices. These applicants qualified for the income levels, however,
1 many applications had to be disqualified due to the issue of the hot water

{ coming from a central hot water system instead of an electric, stand alone,
residential sized water heater. HECO started the process in 2008 to search
for qualified installers and has continued that process in 2009,

SAIC will continue to work with HCAP to develop program services for low-
income customers in HECO's territory, and will initiate discussions with the

{ agencies that provide low income services in HELCO and MECO service

§ territories. Based on the results of the RFP process, SAIC will develop

i complementary elements to the proposed programs and services. SAIC will
4 develop an audit component to serve low-income customers, through its new
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Residential audit program. Low-income customers will be provided audits,
including customized recommendations, direct installation of compact
fluorescent bulbs, faucet aerators, low-flow showerheads, hot water tank
setback, and educational materials, at no charge. Depending on available
funding, a Refrigerator Replacement component will be considered as part of
2010 programs. Refrigerator coil cleaning would be provided for units that
are not replaced. In addition, low income customers with central air

| conditioning units would be eligible for air conditioning tune-ups through

SAIC’s expanded ESH program.

SAIC will conduct the following activities to implement proposed new program

additions:

+ Continue to work with HCAP and Economic Opportunity agencies to
assume delivery strategies, including energy audits (if possible), direct
installation of measures and administration of A/C tune-up for their clients.
If agencies are unable to deliver all components, we will work with them to
assume administration of audit and direct installation services provided by
outside contractors.

* Explore the addition of a refrigerator replacement component. If
necessary, work with appliance manufacturers to implement a bulk
purchase of refrigerators, if availability of high efficiency models is
identified as a need,

» Provide training seminars and educational materials for agency providers
on program procedures and additional measures,

s Enhance partnerships with existing allies and develop new ones to
continue to identify new opportunities for serving low-income customers.
Allies include HCAP and Economic Development agencies, housing and
community associations, state and local governments, HVAC contractors,
appliance manufacturers, and appliance recyclers, and

+ Develop pilot project for targeted neighborhood approach.

Note: Based on program funding levels, SAIC will explore the cost

§ effectiveness of adding a Refrigerator Replacement component to be added

in the 2010 program year. If this component is added, SAIC will explore the

{ feasibility of developing a refrigerator/appliance recycling facility on Oahu that

{ could serve the entire state.

PY2009 through PY2010

Energy audits, direct installation of compact fluorescent bulbs; water heater
blankets; low-flow shower heads; faucet aerators; pipe insulation; refrigerator
coil cleaning; A/C tune-ups for owner occupied households with central air
conditioning systems.

Installation contractors (CAP agencies or other contractors) will receive a

1 negotiated reimbursement amount for audits and the cost of direct installation
of measures. A/C tune-ups will be provided at no cost for eligible households

4 through ESH program.

{ SAIC will continue to work with the HCAP and EO agencies to determine the
appropriate implementation strategy. SAIC proposes to develop a statewide

i network of HCAP and EO program providers to help low income customers

i understand and reduce their energy consumption. Contracted services would
include developing program marketing and promotional materials, recruiting
and qualifying customers, scheduling onsite work, conducting energy audits
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and educational sessions, installing or overseeing installations, and certifying
installations. Key to this program is the cooperation with the local Community
Action and Economic Opportunity agencies to develop the program
components to generate energy savings in each household served.

SAIC will conduct training sessions for the CAP and EO agency staff and
provide educational materials for the new measures. A program
representative from SAIC would be the liaison for the program, and would
oversee the administration of the funded portions of the program. SAIC
would refer prospective participants to the program through its Program
Information hotline and through outreach in other program areas. The
program representative would inspect a sampling of completed installations
and address problems if necessary.

Depending on available program funds, SAIC will consider introducing a
refrigerator replacement component in the second year of program operation
and a bulk refrigerator purchase program if necessary. If this component is
implemented, SAIC will also explore the possibility of establishing a
refrigerator/appliance recycling facility on Oahu that could serve the entire
state.

‘ Transition . ¢ Continue to develop delivery mechanism through CAP/EO agencies

 Strategies a « Meet with statewide administrator, CAP and EO agencies to discuss their

A T plans for additional WAP funding through federal American Recovery and
Reinvestment Act and how our program funds can best complement their
planned efforts

« Negotiate with WAP/EQ agencies or another contractor for services and
measure reimbursement costs

"Marketing . » Qutreach to major housing, community associations

; Strategies | S « Targeted newspaper and TV ads for low-income services and refrigerator
S A replacement

g » Informational sessions for HYAC contractors

» Marketing through CAP and Economic Opportunity agencies

SAIC will conduct outreach through meetings and presentations to groups

} and organizations that provide services to low-income families and
individuals. SAIC will develop relationships with key allies, including

3 Community Action Programs and Economic Opportunity agencies, housing
| and community associations, state and local government agencies, Rebuild
§ Hawai'i, and appliance manufacturers. An advisory committee will be set up
§ to help guide the program and identify opportunities for enhancement.

To be determined

SAIC will seek to provide services to 2,000 low-income households

$276,000

8 » Continue negotiation with state and local Weatherization agencies during
first three months of operation to identify coordinated program strategies
» If necessary, identify another contractor to provide program services
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e Qutreach to major housing, community associations during first six months

¢ Launch advertising during first six months

» Framework for refrigerator replacement program in second year of
program

» Review potential for bulk refrigerator purchase program in second year
Three pilot project neighborhood campaigns during 2010

Renters of Individually Metered Housing Units / Master Metered Multi-
§ Family Housing

Renters of units in buildings with more than 4 units

There are a high number of inter-related barriers that must be addressed in
this segment because of serious concerns that residents of multi-family
buildings are not receiving an equitable portion of the public investment in
efficiency, and are less equipped financially to deal with the results of the
inequity. In addition to financial barriers, there are often language barriers
and geographic barriers. Multi-family housing in high density urban areas
are often easier to identify and reach through programs than those located in
suburban or more remote areas. The home ownership (split incentive) issue
is also a barrier to tenants’ investing in energy efficiency because landiords
usually own the larger energy using equipment.

Provide equity of service by targeting hard to reach tenants in multi-family
______ [l buildings to improve energy efficiency and reduce their energy costs.

-Program There are two strategies for tenant participation; one customer-based, and

: Strategies - the other a contractor-based approach. Renters can participate either

L through the expanded Energy Solutions for the Home (ESH) program to
receive rebates on ENERGY STAR®equipment, or they can participate in the
Community Pilot Program, in which whole neighborhoods will be targeted for
energy efficiency campaigns.

?"._Prograrh ' SN Renters can participate in the expanded Energy Solutions for the Home
{ Description: M (ESH) program to receive rebates on ENERGY STAR® equipment that may
ST N De readily transported upon relocation, including possibly:

= Dimmable and specialty CFLs

*» Room Air Conditioners

* LED Lighting

= Home office and electronic equipment
Multi-family buildings will be targeted as part of the Pilot project
lER neighborhood campaigns. These campaigns will include a simple energy
audit and educational component, to help tenants understand how they use
energy, and how to reduce energy consumption and costs. Direct installation
of several measures at no charge will include water heater tank wraps, pipe
insulation, faucet aerators and low flow showerheads. Other no-charge
measures will include refrigerator coil cleaning and replacement of air
M conditioner filters, if appropriate, and hot water tank temperature setback. If
B the residence does not have compact fluorescent bulbs, up to four compact
fluorescents and up to two dimmable CFLs (if dimmers are present) will be
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installed.
A more detailed description of the Community Pilot Program is provided as a
separate document.

PY2009 through PY2010

For participation in ESH, incentives will be provided at the same rate for any
measures that are included in the ESH program. For the Community Pilot
Program, measures will include no charge simple energy audits and direct
installation of measures, as determined to be appropriate, including water
heater tank wraps, pipe insulation, faucet aerators and low flow
showerheads. Other no-charge measures will include refrigerator coil
cleaning and replacement of air conditioner filters, if appropriate, and hot
water tank temperature setback. [ f the residence does not have compact
fluorescent bulbs, up to four compact fluorescents and up to two dimmable
CFLs (if dimmers are present) will be installed.

Incentive levels for ESH participation will be provided through ESH Program
description. For the Community Pilot Program, energy audits and direct
installation of measures will be provided at no charge, to overcome the
barrier of tenants’ unwillingness to pay for measures that would likely remain
in the unit if the tenant relocated.

SAIC will use ESH as the primary vehicle to offer services to this market.

In addition to marketing strategies in place for ESH, SAIC will undertake a
community marketing campaign to enlist broad program participation in
Community Pilot projects.

Outreach to neighborhood, city, county, state and federal housing agencies
and associations, other government agencies providing low-income services,
Rebuild America, Economic Opportunity and Community Action Agencies.

To be determined.

Included in ESH, tracked separately.

Included in ESH

Included in ESH

» OQutreach to major housing, community associations and other allies
during first three months after transition to explain participation
opportunities and identify project opportunities

¢ Three Community Pilot campaigns during first year of operation
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Small Commercial Installation Program

Businesses with fewer than 50 employees.

Small business owners are typically without the access to both energy
advisory services and project financing to identify and implement cost-
effective energy saving measures for their facilities. These barriers are

j particularly evident in economically challenged communities.

Provide a service to businesses that produces energy savings at little or no
cost to the business owner and to provide jobs.

This customer segment will be eligible for prescritptive incentives under the
Commercial and Industrial Energy (CIEE) program. They wili also be served
as part of SAIC’s Community Pilot program. For the neighborhood pilots,

¥ SAIC will employ and/or train installation contractors to identify and install

low-cost measures that will increase operational energy efficiency. We will
make use of local providers to the extent possible; our efforts will create
additional employment opportunities in many communities.

Small business owners can purchase qualifying equipment and apply for
incentives through the CIEE. For the Community Pilot program, pre-

8 approved contractors will go on-site to assess opportunities for increased

efficiency from lighting improvements, minor cleaning and adjustments to
refrigeration systems, etc. While on-site, those contractors will install up to a
prescribed maximum of upgraded lighting and other low-cost measures free

il of charge to the business owner. Additional work may be identified and

completed at some cost to the owner.

| PY2009 through PY2010

@ High efficiency interior and exterior lighting and controls, cooling and

ventilation, appliances, basic refrigeration system components, building

automation components. Other cost effective measures will be added to

CIEE over time. Specific direct install no-cost measures for the Community
Pilot program will be identified during the program development stage.

For the no-cost direct installation component there will be no additional
incentives. However, owners can apply for incentives through CIEE for
measures for which they are paying an installation fee.

Small business owners can apply directly for CIEE incentives, using online or
hard copy applications. For the direct install component, SAIC will establish a

 ; network of pre-approved contractors who will market the program directly.

We will establish sufficient reporting and post-inspection rigor to assure a
high quality of service.

| In addition to CIEE and contractor marketing efforts, SAIC will use the

Community Pilot program as a vehicle for targeted promotion.

M See vendor and contractor strategies for CIEE .

B T, be determined,
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Estimated Included in CIEE
. Participation

Included in CIEE and will be included in the Community Pilot budget, for that )
portion of the program.

Savings Targets Included in CIEE and savings goals will be developed for the Community
Pilot small business portion.

Program Metrics + Identify and connect with key business associations serving the small
business community
» Launch advertising for CIEE, highlighting small business opportunities
« Qutreach to identify potential Community Pilot contractors
+ 3 Information and training sessions for contractors by end of 2009

aal
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8.0 RENEWABLE ENERGY PROGRAM

SAIC is developing a Photovoltaic Rebate program for later adoption. SAIC has retained the
services of the Wisconsin Energy Conservation Corporation (WECC) to design this program for
Hawai'i because of their depth of experience in designing similar programs. WECC will have
the initial program design delivered to SAIC in June, 2009. Although SAIC's contract does not
require that we implement the resulting program in the first program year, we believe that the
influx of federal stimulus money may make early adoption feasible, and perhaps desirable.

SAIC recommends that the Commission explore avenues to fund the Photovoltaic Rebate
program during PY2009 or early PY2010.

9.0 PROGRAM ADDITIONS

SAIC will be engaged in program enhancements as well as entirely new programs for delivery
during PY2009. Programs and enhancements that we will introduce during the first year
include:

Commercial Retro-Cx

Home Audit & Tune Up (to be introduced as pilot during first year under ESH)
Community Pilot Project

Custom Project RFP

Service Buy-Down

Programs to be added in PY2010 include:

+ Residential & Small Business Low Interest Financing
* Green Buildings Program (included as element of bath new construction programs)
s Performance Buy-Down

A brief description of each of these program additions is given below.

Commercial Retro-Cx

The Commercial Retro-Commissioning (RCx) program will provide the ability for C&I end-users
to receive a thorough retro-commissioning investigation of their key end-use systems. The intent
of this program is to enable customers to find and invest in no-cost to low-cost energy efficiency
measures. Typically 5 to 20% of energy use in a facility can be saved by a RCx process that
tunes-up existing systems and in many situations, gets the system to function efficiently for the
first time.

The RCx program also provides a building integration investigation that will identify longer
payback investments. These longer payback measures will then be referred to the CIEE and
CICR programs to assist the building owner in identifying other HEEP offerings to support
implementation. Besides higher savings for these other programs, the fact that projects were
identified during the RCx investigation will provide a higher attribution rate for these savings.

To apply for incentives, a customer or his agent must submit a brief proposal that describes the
project and includes estimates of energy savings and payback. The customer may also call the
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program to request assistance. SAIC will engage local commissioning providers, especially
those affiliated with the Building Commissiong Association (BCA). The customer applications
will indicate a need for the customer to provide funds for projects identified under a one year
payback. The cost of the RCx study will be initially covered at 75% of the full cost.

SAIC will develop this program as a new offering for launch later in PY2009.

Home Audit & Tune Up

The Home Audit and Tune-Up (HAT) Program will be introduced as a pilot during the first year
as part of the ESH program. After the first year, the HAT program will be “spun off” to become a
separate offering, building on the audit portion of the ESH program. The purpose of the HAT
program will be to provide auditing services to help homewoners identify potential energy saving
projects, ensure that homeowners have the information they need to make decisions regarding
energy capital improvements and to facilitate a better understanding of the impact these
projects will have on their home energy use.

Community Pilot Project

This program will provide an innovative approach to program delivery and outreach by engaging
entire communities in neighborhood energy efficiency through a series of campaigns. Program
offerings are expected to include the delivery of educational material on making energy
efficiency improvements, energy audits and direct installation of several measures including
water hear tank wraps, pipe insulation, faucet aerators, high efficiency showerheads,
refrigerator coil cleaning, replacement of air conditioner fliters, hot water tank temperature
setting reductions. A limited number of CFL and dimmable CFL lamps may be provided for
each residence if CFL technology is not aiready installed there.

An important facet of the Community Pilot Project is the inclusion of input and services from a
regional advisory group with representatives from Community Action and Economic Opportunity
Agencies, housing and tenant associations, Chambers of Commerce and other related groups.

Custom Project RFP

Even the most throughiy designed energy program portfolios cannot cover every possible
energy saving project that stakeholders may identify. For this reason it is important to recognize
that some conservation measures not explicitly defined by the programs may have significant
energy savings and other benefits for the community. Thus, the purpose of the Custom Project
RFP is to solicit special opportunities that do not readity fall within the scope of other programs,
ensuring that these unique, and often innovative ideas receive the same consideration and
support as more conventional projects served by other offerings.

Many times the projects identified at larger, more complex commercial, institutional and
industrial facilities do not fit within the boundaries of standard offerings even though the larger
scope of these projects equates to greater energy savings. Consequently, the Custom Project
RFP program an important component as it is expected to capture energy savings at these
sites. Another advantage of the RFP approach is the ability to target emerging technologies
and to provide the customers or allies with deadline for moving forward on projects.

Service Buy-Down
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The Service Buy-down program will be established to provide incentives to offset a portion of
the cost of energy efficiency services such as air-conditioner tune-ups, compressed air leak
surveys, etc. The incentives will be based on a per-unit basis for the number of system
components involved in the survey and resulting maintenance. For instance, the benefit to a
facility owner for a compresed air system survey will be based on the number of verified leaks
that are repaired.

Service Buy-Down incentives are readily adopted in programs where Trade Allies are used to
promote the program and the offerings. By using the established networks in the marketplace,
the demand for service buy-downs can increase rapidly after program launch.

Residential & Small Business Low Interest Financing

The Residential and Small Business Low Interest Financing program will be made available in
cooperation with local banks and the SAIC Team partner Bostonia to provide homeowners and
small businesses with access to needed capital for energy efficiency improvements. Financing
could be made available for energy efficiency measure instaliations, renewable energy projects
(solar, wind, and bio-mass), and energy savings performance contracts/utility energy services
contracts ("ESPCs and UESCs").

Green Buildings Program

The Green Buildings Program will be an element of both the commercial and residential new
construction programs. The offerings included in this program will encourage the inclusion of
green and sustainable design features that are appropriate for Hawai'i's unique climate
conditions and energy supply issues. Elements such as natural ventilation to reduce the need
for mechanical cooling, vegetated roofs to reduce storm water runoff and lower cooling loads, as
well as advanced daylight harvesting systems to minimize the need for artificial lighting are
among the many features that we envision for these programs.

Performance Buy-Down

The Performance Buy-Down program will provide financial incentives to encourage the
participation of third-parties in the implementation of energy projects on a savings-based
performance contract. Energy performance contracting is an arrangement through which
contractors, ESCOs and other third parties (outside of the owner) are incentivized to deliver
energy savings project, including the actual installation of efficient equipment. This program
track will “buy down” a performance contract, making the terms more financially viable, to
encourage that both business owners and service providers adopt performance contracting
agreements as a means for energy project implementation.

10.0 IMPLEMENTATION AND DELIVERY APPROACH

SAIC will design an implementation and delivery approach to promote and increase program
participation and awareness of energy efficiency. Ultimately, increased participation will result
in higher levels of kWh savings and reduce energy costs for all participating residential and
business customers. We will employ strategies that will maximize the use of local markets and
delivery channels for each sector and each island. A discussion of the strategies that we will
implement in PY2009 follows.
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10.4  General Strategies

The major elements of providing cost-effective energy savings are increased participation,
maximization of savings, and streamlined processes. Those three components together allow
delivery of the highest level of savings at the lowest cost.

The design of our program delivery services includes the streamlining and computerization of as
many processes as possible. Examples of actions to streamline processes include:

+ Use of web-based program applications for all programs to reduce processing costs
associated with data entry.

+ Development of a tracking and management system to decrease the amount of direct
staff interaction with data. For example, there are now major data elements that are
physicaily transferred from the HECO Companies' database to Honeywell and back
again in the current system. SAIC'’s plan is to reduce cross-system data transfer.

¢ Automation of all reporting functions from a single source. SAIC's system will move
towards full integration that will reduce the time spent preparing monthly reports,
invoices, etc. .

* Use of client relation-based software to identify opportunities to maximize savings from a
single applicant. Salesforce is a customer-management tool at its core and will allow
SAIC to recognize other projects in which a single contact may be involved.
Consequently, we will more easily bring additional savings opportunities into the
program,

» Establishment of inspection protocols that reduce site visits yet retain high levels of
confidence. For some programs, the HECO Companies now inspects 100 percent of all
installations. SAIC believes that the establishment of inspection criteria based on a
qualified random sampling will provide a high level of confidence in savings at a
significantly reduced delivery cost.

At the start of our program delivery on July 1, we anticipate that some of the existing processes
(especially the tracking of residential program information} will not change. However, during
PY2009 we will develop full integration with our Business programs that will decrease our
overall time spent on reporting and will allow for lower cost program delivery services.

104 Marketing and Outreach Strategy

From a broad marketing approach to program-specific outreach, SAIC wilt use a combination of
strategies that will foster awareness and cooperation within the Hawai'i's energy efficiency
markets. On a macro level we will develop a marketing brand that ties in with other components
of the Hawai'i Clean Energy Initiative. And on a micro-level we will use an outreach approach
that relies heavily upon partnering with program or trade “allies”- companies or outside
organizations that will actively promote the programs to their client base. SAIC will recruit
contractors and vendors who are already engaged in the HECO Companies' programs, as well
as other potential Allies and energy service providers to deliver the program incentives to their
customers. We will work with natural markets by making program information easily accessible
to Allies and will encourage their participation by incentives where appropriate. Further, we will
offer program information and training to potential program partners through local breakfast and
lunch meetings and webinars that do not interrupt their businesses.
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The major components of our marketing and outreach strategy are summarized below.

Market Branding SAIC will employ the services of a local marketing firm to develop the
brand image for the overall HEEP program. This image will be the central theme around
which the entire portfolio will be designed. We anticipate that this brand will be consistent
with the HCEI image and will line economic and planetary health to the reduction of energy
use. Images developed will be incorporated in all media, including newspaper ads, the
program website, program brochures and materials, and application forms. Having a readily
recognized brand will encourage customer awareness and draw more attention to program
incentives offered in the marketplace. SAIC will make use of our in-house Creative Services
as needed to ensure rapid turnaround to meet program needs.

Market Channel and Cluster Approaches SAIC will integrate its outreach efforts into
those of the existing marketplace by using a combination of a “channel” and “cluster”
approach to program outreach. These approaches use vendors, contractors, and other
professionals within specific market channels (e.g., lighting, refrigeration, motors, etc.) to
interact directly with their end-use customers to bring in eligible projects. Clusters, on the
other hand, are groups that represent the end-use customers (e.g., healthcare associations,
hospitality associations, etc.). SAIC will publicize the program accomplishments of both
channel partners and market clusters to encourage ownership and commitment from the
marketplace. This publicity will include press releases, case studies, demonstration
showcases, and special recognition awards. Some element of the channel and cluster
approaches include:

o Provision of training seminars and educational materials for allies and agency
providers on program procedures, additional measures and technology
advancements;

o Exploration of opportunities for the contracted agencies to assume additional
delivery strategies;

o Working with appliance manufacturers to implement a bulk purchase of
refrigerators, if availability of high efficiency models is identified as a need,

o Enhancement of partnerships with existing allies and development of new ones
to continue to identify new opportunities for serving customers;

o Provision of specialized resources for targeted markets that enhance existing
relationships and develop new arenas to disseminate information;

o Establishment of quarterly roundtable forums for program discussions on
outreach and marketing, delivery, training, technology and project management;

o Organization of Neighborhood Workshops, with the intent of eliciting participation
of both residential and commercial customers;

o Establishment of Energy Efficiency Awards and competitions for homes;

Community-Based Outreach SAIC will expand on established marketing strategies, and
expand opportunities through targeted outreach into communities, and via the
Community/Neighborhood Pilot Program. This pilot program will serve as a mechanism to
provide direct program services and awareness to both the residential and business sectors
by involving all members of the community. Furthermore, we will use existing community
events, such as energy or environmental fairs, cultural events, etc. to promote community
involvement in energy efficiency.
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Our marketing and outreach strategies are designed to address the major market barriers to
participation. Those barriers include:
» Customer lack of access to capital for energy improvements;
¢ Undervaluing energy-efficient features;
+ Lack of familiarity with or understanding of energy efficiency benefits and technology or
how energy is used in residential or commercial settings;
Limited market acceptance of new technologies;
Lack of information about product energy efficiency;
Lack of market visibility of energy efficiency options;
Reluctance to invest in property if not owner;
Split incentives ~ tenants vs. landlords;
Qualified equipment or products are not available or not easy to source in the area;
Participant confusion over complex program requirements or structures;
Higher first costs of equipment or products, due to low levels of manufacturing or
demand, or the higher cost of a given technology;
+ Limited assistance for design and evaluation of energy efficient technology;
» Education of key decision maker(s) at planning and design stage
» Life Cycle Cost vs. Simple Payback decision analysis.

10.3 Program Ally Coordination

SAIC will rely heavily on existing networks of program participants, vendor and contractor
partners, and agencies to deliver the program to end use customers. We will initiate contact
with existing program allies prior to July 1 to ensure their cooperation with the programs moving
forward and to notify them of any anticipated changes to our offerings. Trainings for program
allies will consist of in-person meetings and webinars. While we will reach out to allies across
the eliglble service areas with in-person meetings, webinars will provide the easiest and most
cost-effective tool for rapid program deployment.

SAIC will develop relationships with key allies, including the Community Action Programs,
Economic Opportunity agencies, housing and community organizations, state and local
government agencies, Rebuild Hawai'i, HECQ Companies, appliance and equipment
manufacturers, local clubs and recreation centers, politicians or political groups, development
corporations, civic groups, non-profit organizations, businesses and business associations,
universities and schools (please see attachment for specific potential program allies). An
advisory committee will be set up to help guide the program and identify opportunities for
enhancement. (n addition, the Residential Efficient Water Heater Program (REWH) may
continue to benefit through the marketing efforts of the Solar Technical Advisory Group (Solar
TAG), which is made up of members from key sectors of the residential solar water heating
industry in the State of Hawai'i. Some of the strategies that we will employ with organizations
include:

¢ Conduct initial roundtable with Program Allies and HECO Companies' program
personnel/account managers to discuss potential transition issues;

» Create survey for use in initial roundtable to determine program involvement and
understanding

« Establish SAIC membership with relevant residential, commercial and industrial
associations;
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SAIC will also work cooperatively with State agencies that provide funding or support for energy

. projects; in PY2009 we will especially coordinate with agencies to enhance the use of federal
stimulus money in the development of energy efficiency projects. In addition to the Energy
Office, SAIC will work with the Office of Community Services to coordinate the delivery of
services and support to the local CAP agencies. SAIC will assist the local Community Action
and Economic Opportunity agencies to expand the program components to increase the level of
energy savings in each household served. SAIC will conduct training sessions for the CAP and
EO agency staff and provide educational materials for all program components.

104 Implementation Schedule

SAIC has already initiated our marketing and outreach strategy through meetings and
information exchange with many of the key market participants and state agencies involved in
efficiency initiatives. This effort will be ongoing throughout the program period and the number
and composition of outreach participants will vary as the programs evolve.

Our plans for program transfer call for a high level of effort prior to the July 1 target date and
thereafter to keep participating companies, organizations, and agencies informed and involved
in the efficiency programs. Figure 10-1 below provides an overview of SAIC's schedule for
implementation and delivery of our marketing and outreach approach.

Figure 10-1
Schedule for Implementation of Marketing and Outreach

. May '09 June ‘09 July ‘09 Aug '08 Sept '09 Oct '09 Nov ‘09
. Program Name & Action : 123« [s]6]7]s]s e[n]1z[13]ra[ss] e 7] e[ 18] 20] 21 ] 2] 23] 2a] 28] a8 27 ] 2s
Marketing

Retaln Marketing Firm
Submit Brand & Loge to PUC
Approval of Brand & Logo
Develop Web Slte

Develop Marketing Materials

Outreach
Identily Existing Allles
Moetings with Cluster Organizations
Set Up and Hold Contractor Meetings
Work w/ Community Orga for Pilot

Transition } Development Stage
Element Launched
Celvary Date
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11.0 PORTFOLIO MANAGEMENT

111 Overview

SAIC will serve as the overall program administrator for delivery of the Hawai'i Energy
Efficiency Program portfolio. As such, we will design and deliver the full range of program
elements, including all management and data tracking functions. Many of those systems and
processes are still in development at the time of our submission of this Plan. SAIC will continue
to work directly with the Contract Manager and the PUC throughout PY2009 to resolve
outstanding issues and finalize processes.

11.2 Tracking and Reporting

Data Tracking
SAIC is building a comprehensive internal tracking and reporting system using Salesforce.com

as its basis for the Business programs. This program will allow full management and tracking
functions from program application through to program reporting and will be fully operational
prior to July 1, 2009. The HECO Companies will provide a full set of data for the Business
programs, including applications in progress prior to the final transfer date so that we can test
the new system before launching programs. The final data transfer on July 1 will include all
applicants in the system at the time of program transfer. Procedures tracked through this
system will be consistent with those typical of incentive programs, including those currently
operated by the HECO Companies.

SAIC is entering into a subcontract agreement with Honeywell whereby they will provide all data
management and tracking of applications for the Residential sector for up to a year. During
PY2009 SAIC will evaluate the cost-effectiveness of using the existing system as compared to
operating the Residential programs through a Salesforce-based package. Data gathered will be
consistent across platforms for later transfer and for uniform reporting to the PUC.

Program Reporiing

SAIC will submit monthly, quarterly, and annual reports to the Commission as specified within
our contract. The reports will contain information regarding expenditures, savings, incentives,
progress on performance indicators, summary of activities, etc.

1.3 Program Adjustments

SAIC recognizes that any combination of changes in the economy, variations in the condition of
local markets, advancements in technologies, and the influx of federal stimulus money may
necessitate a change to our plans for program delivery services during PY2009. While this plan
presents detailed information on approach, energy efficiency measures and proposed incentive
levels, those details may all be adjusted mid-stream on a program-by-program basis as
necessary to respond to changing conditions. Program adjustments will also be made based on
feedback from the QA/QC plan, participants, sub-contractors and the program evaluator.

If SAIC determines that program changes are required, we will notify the Commission of
needed updates in a timely manner and will provide the Commission ample opportunity to
provide input.

114 Utility Coordination
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’ SAIC will work with the HECO Companies to maximize the effectiveness of the programs;
especially in areas where their relationship to the customer will encourage program participation
(i.e., those large customers with an assigned account manager). HECO Companies’ and SAIC
staff are meeting on a regular basis throughout the transition period and will continue to
exchange data as appropriate throughout the first program year and beyond.

11.5 Leveraging Other Efficiency initiatives

Through the Hawai'i Clean Energy Initiative and through new avenues of funding to be made
available within the State, SAIC will have the opportunity to maximize program impact by
leveraging outside funds with those assigned ‘to the HEEP portfolio of programs. We anticipate
that program dollars may supplement and impact many public projects that will be funded
through federal stimulus money. Projects will include both those administered through the State
Energy Office and through the U.S. Governement Services Administration (GSA) for federal
buildings eligible for energy improvements.

For the residential sector, the Weatherization Assistance Program is slated to receive a 2,000-
percent increase in its typical funding levels for this year. SAIC is prepared to use HEEP dollars
slated for WAP support in whatever way would best supplement local efforts. We are in
discussions with the Office of Community Services to determine the best use of the Residential
Low Income budget for PY2009. While this Plan includes a detailed explanation of our plans to
serve Hawai'i's low-income population, we may adjust our program offerings as necessary to
make the best use of this one-time infusion of funds.

. For both the Business and Residential sectors, tax credits will encourage the implementation of
many projects where the program incentive alone would not. SAIC will incorporate any tax
benefits into program promotional literature and into energy studies where appropriate.

11.6 Evaluation Coordination

SAIC will work in cooperation with both the Contract Manager and the Evaluation Contractor to
provide all of the information needed to evaluate programs and their delivery. |t is our goal to
provide the most cost-effective services possible and we will incorporate evaluation results into
future program designs wherever possible.

In establishing our data tracking system, SAIC will seek comments from both of the above
parties to ensure that we are collecting all of the data necessary for evaluation purposes. We
have already begun that process with the Contract Manager and will continue to incorporate
evaluation requirements into our program design and delivery mechanisms.
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ADDITIONAL SUPPLEMENTAL TESTIMONY OF DAVID C. PARCELL

PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS ADDRESS.
My name is David C. Parcell. | am President and Senior Economist of
Technical Associates, Inc. My business address is Suite 601, 1051 East Cary

Street, Richmond, Virginia 23219.

ARE YOU THE SAME DAVID C. PARCELL WHO FILED DIRECT
TESTIMONY ON BEHALF OF THE CONSUMER ADVOCATE ON APRIL 17,
2009 AND SUPPLEMENTAL TESTIMONY ON JULY 20, 20097

Yes, | am.

WHAT IS THE PURPOSE OF YOUR ADDITIONAL SUPPLEMENTAL
TESTIMONY?
The purpose of my additional supplemental testimony is to present an update
to the exhibits submitted in my direct and supplemental testimonies. | have
updated the exhibits for which more current data is available as of
mid-October, 2009.

In addition to the updates of my exhibits, | have prepared a
“modification” to my CA-408 to reflect the use of “spot” dividend yields, rather

than 3-month average yields as shown in my direct testimony.
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PLEASE EXPLAIN WHY YOU HAVE UPDATED YOUR EXHIBITS.
| have updated my exhibits in order to provide the Commission with the most
up-to-date information available as of this time. This is proper in order for the
Commission to have the most current information available at the time of the
hearing. | note that my July 2009 supplemental testimony previously provided
updates (using data available as of early July) to my direct testimony. My
current additional supplemental testimony further updates my analyses
through mid-October.

In addition, HECO witness Morin has stated (HECO RT-19, at pp. 52
and 54-56) that | have used "stale” information in my cost of capital analyses.
My updates should address this particular criticism.

| have provided a "modification” of my DCF analyses to also answer the
criticism of HECO witness Morin that | have used “stale” information. He
criticizes my DCF analyses (HECO RT-19, at pp. 52 and 54-56) for using
3-month average stock prices in the yield component. My CA-408-M2 uses
“spot” stock prices as of October 19, 2009, which Dr. Morin suggests is proper.

Even though | do not agree with his criticism, | have prepared CA-408-M2 to

address his point.
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HOW ARE YOUR UPDATED AND MODIFIED EXHIBITS LABELED?

My updated exhibits contain the same exhibit numbers as my direct testimony,

except they are labeled “update 2." My “modified” as updated, CA-408-M is

labeled “modified 2.”

"HAVE YOU PREPARED A NEW EXHIBIT TO SUMMARIZE THE IMPACTS

OF THE UPDATES AND MODIFICATIONS ON YOUR ORIGINAL COST OF
CAPITAL ANALYSES?

Yes, | have. This is labeled as CA-418. As this exhibit illustrates, the net
effect of “update 2" and “modified 2" on my DCF analyses indicates a decline
in my DCF cost rates, both in comparison to my direct testimony and in
comparison to my supplemental testimony. The opposite is true for my

updated CAPM analyses.

WHAT IS THE IMPACT OF YOUR UPDATES AND MODIFICATIONS?
The overall impact ié to leave my original cost of equity recommendation of 9.5

to 10.5 unchanged.
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DO YOU HAVE ANY ADDITIONAL OBSERVATIONS CONCERNING YOUR
UPDATED FINANCIAL INFORMATION?
Yes, | do. My direct testimony cited the high levels of utility interest rates that
were in effect as of March, 2009. My updates indicate that utility bond yields

are now less than they were in mid-2008, prior to the financial crisis that

occurred in late-2008 and early-2009.

DOES THIS CONCLUDE YOUR ADDITIONAL SUPPLEMENTAL
TESTIMONY?

Yes, it does.
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ECONOMIC INDICATORS
REAL IND
GDP PROD UNEMP
YEAR GROWTH GROWTH RATE CPI PPI
1975 - 1982 Cycle
1975 -1.1% -8.9% 8.5% 7.0% 6.6%
1976 5.4% 10.8% 7.7% 4.8% 3.7%
1877 5.5% 5.9% 7.0% 6.8% 6.9%
1978 5.0% 57% 6.0% 9.0% 92%
1979 2.8% 4.4% 5.8% 13.3% 12.8%
1980 -0.2% -1.9% 7.0% 12.4% 11.8%
1981 1.8% 1.9% 7.5% 8.9% 7.1%
1982 -2.1% -4.4% 9.5% 3.8% 3.6%
1983 - 1991 Cycle
1983 4.0% 3.7% 9.5% 3.8% 0.6%
1984 6.8% 9.3% 7.5% 3.9% 1.7%
1985 3.7% 1.7% 7.2% 3.8% 1.8%
1986 3.1% 0.9% 7.0% 1.1% -2.3%
1987 2.9% 4.9% 6.2% 4.4% 2.2%
1988 3.8% 4.5% 5.5% 4.4% 4.0%
1989 3.5% 1.8% 5.3% 4.6% 4.9%
1590 1.8% -0.2% 5.6% 6.1% 5.7%
1991 -0.5% -2.0% 6.8% 31% -0.1%
1992 - 2001 Cycle
1992 3.0% 3.1% 7.5% 2.9% 1.6%
1993 2.7% 3.3% 6.9% 2.7% 0.2%
1994 4.0% 5.4% 6.1% 2.7% 1.7%
1995 2.5% 4.8% 5.6% 2.5% 2.3%
1996 3.7% 4.3% 5.4% 3.3% 2.8%
1997 4.5% 7.2% 4.9% 1.7% -1.2%
1998 4.2% 6.1% 4.5% 1.6% 0.0%
1999 4.8% 4.3% 4.2% 2.7% 2.9%
2000 4.1% 4.2% 4.0% 3.4% 3.6%
2001 1.1% -3.4% 4.7% 1.6% -1.6%
Current Cycle
2002 1.8% -0.1% 5.8% 2.4% 1.2%
2003 2.5% 1.3% 6.0% 1.9% 4.0%
2004 3.6% 2.5% 5.5% 3.3% 4.2%
2005 3.1% 3.3% 51% 3.4% 5.4%
2006 2.7% 2.3% 4.6% 2.5% 1.1%
2007 21% 1.5% 4.6% 4.1% 6.2%
2008 0.4% -2.2% 5.8% 0.1% -0.9%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS
REAL IND
GDP PROD UNEMP
YEAR GROWTH  GROWTH RATE cPi PRI
2002
1s1 Qir. 2.7% -3.8% 5.6% 2.8% 4.4%
2nd Qtr. 2.2% -1.2% 5.9% 0.9% -2.0%
3rd Qitr. 2.4% 0.8% 5.8% 2.4% 1.2%
4th Qur. 0.2% 1.4% 5.9% 1.6% 0.4%
2003
1st Qtr, 1.2% 1.1% 5.8% 4.8% 5.6%
2nd Qtr. 3.5% -0.9% 6.2% 0.0% -0.5%
3rd Qtr. 7.5% -0.9% 6.1% 3.2% 3.2%
4th Qtr, 27% 1.5% 5.9% -0.3% 2.8%
2004
1st Qtr, 3.0% 2.8% 5.6% 5.2% 5.2%
2nd Qir. 3.5% 4.9% 5.6% 4.4% 4.4%
3rd Qtr. 3.6% 4.6% 5.4% 0.8% 0.8%
4th Qtr, 2.5% 4.3% 5.4% 3.6% 7.2%
2005
1st QIr. 4.1% 3.8% 5.3% 4.4% 5.6%
2nd Qur. 1.7% 3.0% 5.1% 1.6% -0.4%
3rd Qtr. 31% 2.7% 5.0% 8.8% 14.0%
4th Qtr. 2.1% 2.9% 4.9% -2.0% 4.0%
2006
1st Qfr. 5.4% 3.4% 4.7% 4.8% -0.2%
2nd Qur. 1.4% 4.5% 4.6% 4.8% 5.6%
3rd Qtr. 0.1% 5.2% 4.7% 0.4% -4.4%
4th Qtr. 3.0% 3.5% 4.5% 0.0% 3.6%
2007
1st Qtr. 1.2% 2.5% 4.5% 4.8% 6.4%
2nd Qtr, 3.2% 1.6% 4.5% 5.2% 6.8%
3rd Qur, 3.6% 1.8% 4.6% 1.2% 1.2%
4th Qtr, 2.1% 1.7% 4.8% 5.6% 12.8%
2008
1st Qtr, -0.7% 1.8% 4.9% 2.8% 9.6%
2nd Qtr. 1.5% -0.4% 5.4% 7.6% 14.0%
3rd Qtr. -2.7% -3.2% 6.1% 2.8% -0.4%
4th Qur. -5.4% -6.7% 6.9% -13.2% -28.4%
2009
1st Qtr. -6.4% -11.6% B1% 2.4% -1.2%
2nd Qtr. -0.7% -13.0% 9.3% 3.2% 8.8%
3rd Qtr. 9.6%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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INTEREST RATES
US TREAS US TREAS UTILITY UTILITY UTILITY UTILITY
PRIME T BILLS T BONDS BONDS BONDS BONDS BONDS
YEAR RATE 3 MONTH 10 YEAR Aan Aa A Baa

1975 - 1982 Cycle

1975 7.86% 5.84% 7.99% 9.03% 9.44% 10.09% 10.96%
1976 6.84% 4.99% 7.61% 8.63% 8.92% 9.29% 9.82%
1977 6.83% 5.27% 7.42% 8.19% 8.43% B.61% 9.06%
1978 9.06% 7.22% 8.41% 8.87% 9.10% 9.29% 9.62%
1979 12.67% 10.04% 9.44% 9.86% 10.22% 10.49% 10.96%
1980 15.27% 11.51% 11.46% 12.30% 13.00% 13.34% 13.95%
1981 18.89% 14.03% 13.93% 14.64% 15.30% 15.95% 16.60%
1982 14.86% 10.69% 13.00% 14.22% 14.79% 15.86% 16.45%
1983 - 1991 Cycle
1983 10.79% 8.63% 11.10% 12.52% 12.83% 13.66% 14.20%
1984 12.04% 9.58% 12.44% 12.72% 13.66% 14.03% 14.53%
1985 9.93% 7.48% 10.62% 11.68% 12.06% 12.47% 12.96%
1986 8.33% 5.98% 7.68% 8.92% 9.30% 9.58% 10.00%
. 1987 8.21% 5.82% 8.39% 9.52% 9.77% 10.10% 10.53%
1988 9.32% ~ B6.69% 8.85% 10.05% 10.26% 10.49% 11.00%
1989 10.87% 8.12% 8.49% 9.32% 9.56% 9.77% 9.97%
1990 10.01% 7.51% 8.55% 9.45% 9.65% 9.86% 10.06%
1991 8.46% 5.42% 7.86% 8.85% 9.09% 9.36% 9.55%
1992 - 2001 Cycle
1992 6.25% 3.45% 7.01% 8.19% 8.55% B.69% 8.86%
1993 6.00% 3.02% 5.87% 7.29% 7.44% 7.59% 7.91%
1994 7.15% 4.29% 7.09% 8.07% 8.21% 8.31% 8.63%
1985 8.83% 551% 86.57% 7.68% T77% 7.89% 8.29%
1996 8.27% 5.02% 6.44% 7.48% 7.57% 7.75% 8.16%
1997 8.44% 5.07% 6.35% 7.43% 7.54% 7.60% 7.95%
1998 8.35% 4.81% 5.26% 6.77% 6.91% 7.04% 7.26%
1999 8.00% 4.66% 5.65% 7.21% 7.51% 7.62% 7.88%
2000 9.23% 5.85% 6.03% 7.88% 8.06% 8.24% 8.36%
2001 6.91% 3.45% 5.02% 7.47% 7.59% 7.78% 8.02%
Current Cycle
2002 4.67% 1.62% 4.61% 7.19% 7.37% 8.02%
2003 4.12% 1.02% 4.01% 6.40% 6.58% 6.84%
2004 4.34% 1.38% 4.27% 6.04% 6.16% 6.40%
2005 6.19% 3.16% 4.29% 5.44% 5.65% 5.93%
2006 7.96% 4.73% 4.80% 5.84% 6.07% 6.32%
2007 8.05% 4.41% 4.63% 5.94% 6.07% 6.33%
2008 5.09% 1.48% 3.66% 6.18% 6.53% 7.25%

. Sources. Council of Economic Advisors, Economic Indicators; Moody's Bond Record; Federal
Reserve Bulletin; various issues.
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US TREAS US TAEAS uTILITY UTILITY uTILITY
PRIME T BILLE T BONDS BONDE BONDS BONDS
YEAR RATE 3 MONTH 10 YEAR Aa A Bun
2003
Jan 4 25% 1.17% 4 05% 68T% 7 DE% TaT%
Feo 425% 1.16% 190% 6 66% 697 1%
Mar 4« 25% 113% 38 6 58% 6 79% 7O05%
Apr 4 25% 114% 3 96% 64T% 664% £ Ga%
May 425% 1 D&% 35T% 6 20% 636% 647T%
June 4 00% 095% 3 12% 612% 621% 6 30%
Juby 4 00% 000 3 08% 63% 657% 66T
Aug 4 00% 0 96% 4 45% 6 aF% 6.78% T08%
Sex 4 00% 0 95% 427% 8 30% 5 58% 687%
Ocl 4 00% 093% 4 29% 620% 6 42% 6 79%
Nov 4 0% 0o4% 4 30% 6 20% 637% 668%
Dec 4 00% 0 830% 4Z2r% 618% 627T% &61%
2004
Jan 4 00% DB9% 4 15% 6 05% 6 15% 6AT%
Feb 4 00% 082% 408% 6 10% 5 15% 628%
Mar 400% 0 "% 383% 590% 597% 6 17%
Apt 4 00% 0 4% 435% 633% 635% 6 46%
May 4 00% 104% 4.72% 5 68% 6 62% 675%
June 4 00% 1271% 4.72% 630% 6 46% 6 B4%
July 425% 135% 4 50% 609% 62T 867%
Aug 4 50% 148% 428% 5.95% 6 14% 8 45%
Sepl 4 75% 165% 4 13% 579% 598% 2%
Oct 4 75% 176% 410% 574% 594% 817%
Hav 500% 2 06% 419% 579% 597% 6 16%
Dac b 25% 2 20% 423% 578% 592% B 10%
2008
Jan 525% A% 4 22% 5 68% 5TP% 595%
Fab 5 50% 25I% 41T 5 55% 561% 576%
Mar 575% 2.75% 4.50% 576% 583% 501%
Apr 575% 279% & % 5 56% 56a% 595%
May 6 D% ? 86% LRELTY 530% 553% 588%
Juna 625% 299% 400% 506% 5a0% 5.70%
July 6.25% 122% 419% 518% 551'% SAi%
Aug 6 50% J45% 4 26% 527% 5 50% 580%
Sept 6 75% 147% 420% L2m% 55" 58T%
Oct 675% 170% 4 46% 5 50% 5 79% 6 08%
Wy 7 00% J90% 4 54% 5 50% 588% 619%
Dec 725% J 8% 4 47% 556% 5 80% 614%
0oe
Jan 7 50% 4 20% 4 47% 5 50% 575% 6 05%
Fat 750% 4 41% 457% 555% S 02% 611%
Mar 7.75% 451% 472% 571% 598% 6 26%
Apt T.75% 4 59% 499% 6 0 6 20% 8 54%
May 4 00% 472% 511% B.16% 6 42% 6 59%
June 825% 4 70% S511% 6 18% £40% 661%
July B325% 4 96% 509% 613% 637% 661%
Aug B25% 498% 4 B8% 597% 6 20% 643%
Senl B25% 4 87% 4T S581% 6 00% 6 26%
Ol B25% 4 99% ATI% 5 B0 5 98% Ga2ay
Nov A 25% 4 95% 4 60% 561% 5.80% 604%
Dac B 25% 4 35% 4 56% 562% 581% 6 05%
2007
Jan 825% 4 9% 476% 578% 5 96% 616%
Fav 825% 502% 477% 7% 500 &10%
Mar 8 25% 497% 4 56% 566% 585% 6510%
Apr B25% 4 B8% 4 69% 583 567% 624%
May 825% 477% 4 75% 5 86% 599% 82I%
Jure B25% 463% 5.10% 6.18% 6% 654%
Juty 825% 4 B4% 500% 611% 625% Gad%
Aug 825% 434% 45T% E11% 6 24% 851%
Sept T75% 401% 452% 610% 6 18% 845%
Ocl 75 asM% 453% 6 0d% 611% 0 35%
Nov 7 50% 4% 4 15% ST 597% 621%
Dec 725% J08% 4 10% 6 03% 6 16% 851%
2000
Jan 6 00% 2 86% A74% 5 87% 6 02% 635%
Fab 6 00% 221% AT4% 6 04% 621 6 60%
Mar 5258% 138% 351% 590% a21% 65 68%
Ape 500% 122% J68% 599% 629% 6 Ar%
May 500% 1.71% 3% 607% 62T 679%
Juna 5 00% 100% 4 10% 6 19% 6 38% 691%
July 500% 1 72% 401% 6.12% 6 40% f97%
Aug 5 00% 1.79% 3 89% 6 09% 637% £ 98%
Seot 500% 1 46% 369% 61T% 649% T.15%
Oa 4 00% 0B4% 381% 6 95% 756% 8.58%
Hov 400% 0530% 357% 6 AT% 7 60% 8 DA%
Dec 325% 004% 242% 583% 654% 1%
2000
Jan 325% 012% 2 5% 601% 6139% T 8%
Feb 325% 031% 287% 811% 630% 7I4%
Mar 325% 025% 282% 614% d2% B 00%
Apr J25% Q1% 293% 620% LYl A B 3%
May J25% 015% 2% 623% 649% 7 76%
June 325% C1I'% A% 613% 620% 730%
Juty J125% c19% J56% 563% 59 687%
Aug J25% 018% J50% 523% 571% 636%
Safn 125% 013% J40% 515% 553% 6 12%
S Counci ol E Ay | Economic Ir Moody's Bored Aecord Faciecal

Asserve Bulaiin. vanous isses
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STOCK PRICE INDICATORS
S&P Nasdaq S&P S&P
YEAR Composite Composite DJIA D/p E/P
1975 - 1982 Cycle
1975 802.49 4.31% 9.15%
1976 974.92 3.77% B.90%
1977 894.63 4.62% 10.79%
1978 820.23 5.28% 12.03%
1979 844.40 5.47% 13.46%
1980 B891.41 5.26% 12.66%
1981 932.92 5.20% 11.96%
1882 884.36 5.81% 11.60%
1983 - 1991 Cycle
1683 1,190.34 4.40% 8.03%
1984 1,178.48 4.64% 10.02%
1985 1,328.23 4.25% B.12%
1986 1,792.76 3.49% 6.09%
1987 2,275.99 3.08% 5.48%
1988 2,060.82 3.64% 8.01%
1989 322.84 2,508.91 3.45% 7.41%
1990 334.59 2,678.94 3.61% 6.47%
1991 376.18 491,69 2,929.33 3.24% 4.79%
1992 - 2001 Cycle
1992 415,74 599.26 3,284.29 2.99% 4.22%
1993 451.21 715.16 3,622.06 2.78% 4.46%
1994 460.42 751.65 3,793.77 2.82% 9.83%
1985 541.72 925.19 4,493.76 2.56% 6.09%
1996 670.50 1,164.96 5,742.89 2.19% 5.24%
1997 873.43 1,469.49 7.441.15 1.77% 4.57%
1998 1,085.50 1,794 91 8,625.52 1.49% 3.46%
1999 1,327.33 2,728.15 10,464.88 1.25% 3.17%
2000 1,427.22 3.783.67 10,734.90 1.15% 3.63%
2001 1,194.18 2,035.00 10,188.13 1.32% 2.95%
Current Cycle
2002 993.64 1,539.73 9,226.43 1.61% 2.92%
2003 965.23 164717 8,993.59 1.77% 3.84%
2004 1,130.65 1,986.53 10,317.39 1.72% 4.89%
2005 1,207.23 2,099.32 10,547.67 1.83% 5.36%
2006 1,310.46 2,263.41 11,408.67 1.87% 5.78%
2007 1,477.19 2,578.47 13,169.98 1.86% 5.29%
2008 1,220.04 2,161.685 11,252.62 2.37% 3.54%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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Update 2

STOCK PRICE INDICATORS

S&P Nasdaq S&P S&P
YEAR Composlie Composite DJIA D/P E/P
2002
1st Qitr. 1,131.56 1,879.85 10,105.27 1.39% 2.15%
2nd Qtr. 1,068.45 1,641.53 9,912.70 1.49% 2.70%
3rd Qutr. B894.65 1,308.17 8,487.59 1.76% 3.68%
4th Qir, B87.1 1,346.07 8,400.17 1.79% 3.14%
2003
1st Qtr, 860.03 1,350.44 8,122.83 1.89% 3.57%
2nd Qtr, 938.00 1,521.92 8,684.52 1.75% 3.55%
3rd Qtr. 1,000.50 1,765.96 9,310.57 1.74% 3.87%
4th Qtr. 1,056.42 1,934.71 9,856.44 1.69% 4.38%
2004
1st Qtr, 1,133.29 2,041.95 10,488.43 1.64% .4.62%
2nd Qtr, 1,122.87 1,984.13 10,289.04 1.71% 4.92%
3rd Qir. 1,104.15 1,872.90 10,129.85 1.79% 5.18%
4th Qtr. 1,162.07 2,050.22 10,362.25 1.75% 4.83%
2005
1st Qitr. 1,191.98 2,056.01 10,648.48 1.77% 5.11%
2nd Qtr. 1,181.65 2,012.24 10,382.35 1.85% 5.32%
3rd Qtr. 1,225.91 2,144.61 10,532.24 1.83% 5.42%
4th Qtr. 1,262.07 2,246.09 10,827.79 1.86% 5.60%
2006
1st Qtr. 1,283.04 2,287.97 10,996.04 1.85% 561%
2nd Qtr, 1,281.77 2.240.46 11,188.84 1.80% 5.86%
ard Qtr. 1,288.40 2,141.97 11,274.49 1.91% 5.88%
4th Qfr. 1,389.48 2.390.26 12,175.30 1.81% 5.75%
2007
1st Qtr. 1.425.30 2,444.85 12,470.97 1.84% 5.85%
2Zna Qfr. 1,496.43 2,552.37 13,214.26 1.82% 5.65%
3rd Qir. 1,490.81 2,609.68 13,488.43 1.86% 5.15%
4th Qtr, 1,494.09 2,701.59 13,502.95 1.91% 451%
2008
1st Qtr. 1,350.19 2,332.92 12,383.86 2.11% 4.57%
2nd Qtr. 1,371.65 2,426.26 12,508.59 2.10% 4.01%
3rd Qtr, 1,251.94 2,290.87 11,322.40 2.29% 3.94%
4th Qtr. 908.80 1,599.64 8,795.61 2.98% 1.65%
2009
1st Qtr. 809.31 1,485.14 7,774.06 3.00% 0.86%
2nd Qtr. 892.23 1.731.41 B,327.83 2.45% 0.82%
3rd Qtr. 996.70 996.70 9,229.93 2.16%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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COMPARISON COMPANIES
BASIS FOR SELECTION
USING COMMISSION CRITERIA

Percent Common  Value  Moody's/
Market Revenues Equity Line .Bond
Company Cap (000) Electric Ratic Safety Rating

Hawaiian Electric Industries $1,600,000 98% 46% 3 Baa?

Comparison Group*

Empire District Electric $625,000 86% 43% 3 Baa1
IDACORP $1,300,000 100% 48% 3 A3
NV Energy $2,700,000 94% 36% 3 Ba3
Northeast Ulilities $4,100,000 81% 41% 3 A3
NSTAR $3,400,000 80% 38% 1 Al
Pinnacle West Capital $3,300,000 97% 45% 3 Al
Pepco Holdings, Inc. $3,100,000 50% 43% 3 A3
Portland General $1,400,000 98% 49% 2 Baat
SCANA Corp $4,100,000 46% 41% 2 A2
UIL Holdings $775,000 100% 45% 2 Baa2
Westar Energy $2,300,000 71% 44% 2 Baa2

" Selected using following criteria:
Market cap of $500 million to $5 billion.
Electric Revenues of 40% or greater.
Common Equity Ratio of 35% to 55%.
Value Line Safety of 1, 2 or 3.
Moody's bond ratings of Baa or A

Sources: C.A. Turner Utility Reports, Standard & Poor's Stock Guide, Value Line Investment Survey.



COMPARISON COMPANIES
BASIS FOR SELECTION
USING PARCELL CRITERIA

CA HEARING EXHIBIT 3
Docket No. 2008-0083
Page 13 of 26

CA-407

Docket No. 2008-0083
Page 20of2

Update 2

Percent Common Standard & Moody's/

Net Utility Revenues Equity Poor's Stock Bond
Company Plant (000)  Electric Ratio Ranking Rating
Hawallan Electric Industries $1,600,000 98% 46% 3 Baa2
Comparison Group*
Avista $1,000,000  53% 54% 3 Baa1
Cleco Corp. $1,500,000 96% 46% 3 Baa1
Empire District Electric $625,000 86% 43% 3 Baa1
IDACORP $1,300,000 78% 48% 3 A3
NSTAR $3,400,000 80% 38% 1 A1
Portland General $1.400,000 98% 49% 2 Baa1
Westar Energy. Inc. $2,300,000 71% 44% 2

Baa2

* Selected using following criteria;

Net Utility Plant of $1 billion to $5 billion.
Electric Revenues of 50% or greater.
Commeon Equity Ratio of 40% to 55%.

Standard & Poor's Stock Ranking of B or B+.or A-

Moody's bond ratings of BBB or A.
No nuclear generation.

Sources: C.A. Turner Utitity Reports, Standard & Poor's Stock Guide, Value Line Investment Survey.
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COMPARISON COMPANIES
DIVIDEND YIELD
COMPANY oPs HIGH Low AVERAGE YIELD

Comparinon Group - PUC Criteria
Empire District Elecine $178 $1900 316 44 $17.72 72%
Hawaiinn Elecnc industnes 3124 31945 31650 31798 5%
IDACORP $120 529 5¢ 324 68 272 44%
NV Energy 3040 $r12.51 $1052 g1 52 I5%
Northaast Utilitres $085 $24.78 $21.11 §22.85 41%
NSTAR 31.50 $32.01 $30.10 $31 51 48%
Pinnacie Was1 Capral $2.10 3. $20.87 $n2e & 7%
Pepco Haldinga, Inc $1.08 %1577 $1285 1411 7.1%
Pordand Gensral £1.02 52005 517.80 $19232 53%
SCANA Comp .88 536 3¢ $31.68 534 04 55%
UiL Holdings 317 327 4@ 32172 424 60 1.0%
Wenstsr Enamgy $120 121.56 1T $1974 &1%
Avetags A%
Comparison Group - Parcatl Critaria
Ayista 0 B $20 B3 31750 a1 4 4%
Checo Comp 5080 $25.41 521.47 §$23.45 A%
Empre Dratnct Elecine $1.28 $19 00 $16 44 $17.72 1%
Hawanan Elacine Industnes 14 51045 $16 50 §$17.08 6%
IDACORP $1.20 $20 56 $24 68 §27.12 44%
NSTAR $1.50 532 B $30 10 $31 51 48%
Partang General s102 20 0% $1760 $19 22 53%
Waalhr Enargy. inc $120 $21 58 $1791 $19 74 61%
Avernge A%
S4P Integrated
Eleciric Unilities
ALLETE 5178 S34 57 $27.75 431.18 56%
Allmnt Enargy $1.50 $2878 $24.73 $26.10 56%
Amargn Comp 8154 $27 68 $£2300 %25 38 &%
Amancan Flectne Power $1.54 $32 38 %28 07 $30 22 54%
Checo $0 00 825 43 2147 323 45 38%
CMS Enargy $0 50 $13 713 $11.58 $1286 4 0%
DPL 3114 32662 32248 S2455 48%
DTE Energy 3212 538 48 430 5@ 33353 6%
Edwson Intamabonal 24 3520 20N $32 48 38%
Empire Duinci Elscine 5128 31900 31644 Ny 7%
Enlergy 3300 382 39 776 $7708 39%
FPL Group 8189 $60 81 $5312 $56 B7 3%
Hawaian Elecine Inousines 4124 31945 $10.50 $1798 6%
IDACORP $1.20 $29.56 $24 60 $27.12 44%
MGE Energy $1.47 $38.23 $33.40 $35.82 41%
Northeast Unimes 5005 s2478 21 11 $22.85 4.1%
PGAE $1.68 $41.07 $36 50 $30.28 3%
Pinnacle West Capital $2.10 SN $28 87 $3120 67%
PNM Rasources $0 50 $12.82 $1036 $11 64 43%
Parland General $102 52005 317 69 $1032 53%
Progresa Energy 3248 340 05 33567 $38 01 65%
Southam Company $1.75 $32 67 s$ao zr $31.47 5 6%
TECO Enargy $0 80 $14e4 $11.16 $1200 6.2%
Unisource Ennsiegy $118 $31 11 $25 08 $28 54 1%
‘Waatar Ensigy $120 $21 58 $17.01 $1074 61%
‘Waconain Ensrgy 4135 $46 50 $40 25 $43 38 31%
Xcel Enargy Inc 3098 $20.20 $17 44 s1a a7 52%
Avarsge 5.0%
Moody's Electric Utilites
Amencan Electnc Power $164 51z 35 32307 330 22 54%
CH Energy 3218 $51.32 343 67 347 50 45%
Consoldated Edison $2.30 Sar T $36 46 $3912 6 0%
Constallabon Enargy 006 $3337 325 78 $2057 3%
Dormimon Rescurces $1.76 $34 84 $32 10 $30 47 52%
DPLInc $114 32662 $2248 $24 55 4 6%
DTE Enargy $212 $36 46 $30 59 $32.52 6.0%
Duke Energy b $0.08 $18 02 $14.10 51506 6 4%
Exelon Corp $210 $54 47 $47.30 $50.80 1%
Firntanargy 3220 $47 B2 $36.72 $42.28 52%
IDACORP $120 $20.56 §24.68 $27.12 4 4%
NiSource 5092 $14 02 $11 41 §12.72 7%
OGE Energy $1 42 £33.72 $26.50 $30 14 47%
PAL Com $1.28 M2 $28.27 $31.24 44%
Progress Eneigy 5248 $40 05 $35.67 $38 01 & 5%
Publc Service Entapnses 512 $34 D2 $30.38 $32.20 41%
Southsam Co $1.75 $32.67 $30.27 $31.47 56%
TECO Enargy $0.80 514 64 $1116 $12 00 6%
Xem Energy Ing 0490 520 20 $17 a4 $18 87 52%
Average 5.2%

Sourte Yahboo! Finance
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COMPARISON COMPANIES
RETENTION GROWTH RATES
COMPANY 2004 2005 2006 2007 2008 Avarage 2009 2010 2012-2014 Avorago

Comparison Group - PUC Criteria
Empire District Electric 0.0% 0.0% 0.8% 0.0% 0.0% 0.2% 1.0% 1.5% 3.0% 1.8%
Hawaiian Electric Industries 1.1% 1.5% 0.7% 0.8% 0.5% 0.9% 0.0% 1.5% 2.5% 1.3%
IDACORP 2.7% 1.3% 4.3% 2.4% 3.4% 2.8% 4.0% 4.0% 3.5% 3.8%
NV Energy 4.8% 4.0% 9.0% 5.4% 4.1% 5.5% 2.0% 4.0% 4.0% 3.3%
Northeast Utilities 1.6% 1.5% 0.3% 4.3% 5.3% 26% 4.5% 4.5% 4.0% 4.3%
NSTAR 4.8% 4.6% 4.9% 4.9% 4.9% 4.8% 5.0% 5.0% 6.0% 5.3%
Pinnacle Wast Capital 2.3% 1.0% 3.4% 2.5% 0.3% 1.9% 0.5% 2.0% 3.0% 1.8%
Pepco Holdings, Inc. 2.5% 2.4% 1.5% 2.3% 4.2% 2.6% 0.5% 2.5% 3.0% 2.0%
Portland General 7.2% 5.3% 3.5% 6.6% 2.0% 4.9% 2.0% 3.5% 3.5% 3.0%
SCANA Comp 5.6% 5.3% 3.8% 4.0% 4.4% 4.6% 3.5% 3.5% 4.0% A.7%
UIL Holdings 0.0% 0.0% 0.0% 3.1% 1.0% 0.8% 1.0% 1.5% 2.5% 1.7%
Woestar Enargy 3.2% 4.3% 5.5% 4.3% 1.2% 3.7% 2.5% 3.0% 3.0% 2.8%
Average 2.9% 2.9%
Comparison Group - Parcell Criteria
Avista 1.4% 2.4% 4.9% 0.8% 3.7% 2.6% 4.0% 3.5% 2.5% 3.3%
Cleco Com. 3.9% 4.1% 3.0% 2.6% 4.5% 3.6% 4.5% 4.5% 4.0% 4.3%
Empira District Electric 0.0% 0.0% 0.8% 0.0% 0.0% 0.2% 1.0% 1.5% 3.0% 1.8%
Hawaiian Electric Industries 1.1% 1.5% 0.7% 0.8% 0.5% 0.9% 0.0% 1.5% 2.5% 1.3%
IDACORP 2.7% 1.3% 4.3% 2.4% 2.4% 2.8% 4.0% 4.0% 3.5% 3.8%
NSTAR 4.8% 4.6% 4.9% 4.9% 4.9% 4.8% 5.0% 5.0% 6.0% 5.3%
Portland General 7.2% 5.3% 3.5% 6.6% 2.0% 4.9% 2.0% 3.5% 3.5% 3.0%
Waestar Energy 3.2% 4.3% 5.5% 4.3% 1.2% 37% 2.5% 3.0% 3.0% 2.8%
Avarage 3.0% 3.2%

S&P Integrated
Electric Utilities
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COMPARISON COMPANIES
PER SHARE GROWTH RATES
5.Year Historic Growan Rtes Es7d DO-"08 1o 12-'14 Orowan REgk
COMPANY EPE DPs BVPE Avarage EPS DPe BYPS Avprage

Comparison Crovp - PUC Criteria
Empirs thatnet Electic 15% oo% 1 5% 17% 40% 1.5% 20% I
Huwalian ERCING Ingustdes 40% o0% 10% -1 TO0% o 20m 10w
IDACORP 158 -50% 3 0% -12% 5% 1% El ] 40%
NV Enargy -3 5% -10% -20% 4 5% I 0%
Nonheast Ulinms 10m 85% 20% 45% 0% B5% 0% 8 5%
HSTAR 40% % 50% 50% 80% 85 5% B¥%
Pinnacie Wes Capltal -10% 50% aon 23% 10 10% 10% 1.7%
Pepcn Hokdmgs. tnc -2 0% 1T.5% 15% 5T .0% 20% 2%
Portiand Gansri Ji% 5 5% 2 5% 1%
SCAMA Comp I5% LELY e o a0 3I0% 0% M
i, Hoid:ngs 2 0% 2 0% % aow 25% 13%
Wawsr Enargy 215% -0 5% T10% 1.3% &« 5% a5% aon 5 0%
Average 1% 1%
Comparison Group - Parcell Critaria
Avists 40% s0% 10% 0% 85% 1 5% 10% 70%
Cieco Cop a5% 05% o 0% I 5% 10 0% 5% 0%
Empire Disingt Elecinic 14% 0o% 1.5% 1.1% 8 0% 15% 0% Fa )
Hawaiian Elscine Ingusirias 40% 0o% 10% TR TON oo% 20% I0%
IDACORP 15% -5.0% I 1% 45% 25% som 4 0%
NSTAR ion oo% 5 0% 50% 8 0% 54% 34% 2%
Portand Ganeml 35% 35% 25% 1%
Warilar E6argy . ine. 21.5% o5 ' O% 73% 4 5% 5% LO% 5.0%
Average 1.0% 0%
04P Imegratsd
Ectric Ulittisw
ALLETE 0% 0% 0% 1.7%
Aluam Energy T0% -5 0% 3I0% L.T% 45% 0% 0% 3%
Amgren Comp 1 5% o0 0% 12% 1.0% & 5% 25% -1 0%
Amarican Electric P owsr 5 0% 25% -10% 0% 10% 0% IT%
Cloca Corp 0 5% [ E1] Wo% 13% 5% 10 0% 4 5% 0%
CMS Eremgy 28 0% -10% 13 5% 100% 7% a0% 14 5%
oPL T0% 20% 2% m L 1)) 3% 5% 2%
DTE Enemy 20% 05% 40% .11 75% I0% 2.5% %
Edison Intemslonal 11 5% 4 5% 140% 3w 0% 0% ™™
Empere Disincl Elsctnc 35N 0% 15% 1.7% 80% 13% 20% IN
Emargy 10 5% 13 0% Id% i (R 54% §5% 4 0%
FPL Group 5% T0% 8 0% LF3Y 9 5% 8 0% 5% 0%
Hawaiian Elecinc Ingusiries £0% 00% 10% 1 T% T0% 00% 2.0% 0%
IDACORP 1.5% A0% 9% 1% 4 5% 2% 0% 4 0%
MGE Enargy 8 0% 10% (19 50% 8 0% 0 5% 7 0% 4 §%
Nodpeast Lildies I B3 0% 43% 0% 8 5% 50% 4 5%
PGAE 10 0% 1 0% 8i% 7 5% Tom T0%
Pinnacke Wesl Capaal -1 0% 50w It 2% % 10% 10% 1.T%
PNM Rescurces -11 5% 45% « % 0% 75% nmi 10% 3%
Porulana Gensrat I5% 5% 5% 1%
Progress Energy 45 0% 5% 0.1 (149 10% 0% 10%
Southem Company 4 0% 10w B5% 4% 45% 0% 50% LELY
TECO Ensmgy -5 0% -9 0% £ 5% £ % 45% 25% a45% 18%
Unlsource Eneregy 1AW 12 4% %13 5% 17 5% 10 0% T D% 11 5%
Wagiar Ensrgy 21.5% -05% 1.0% 7.3% 45% 4 5% 8 0% $0%
wisconan Enengy 8 0% 45% 75% ao% 1% 13 5% 8 0% I,
Xcol Energy (6 10% - D% 10% 0T fa% % 45% AT
Avarsga 1.1% 5%
Moody's Electric Lhillties
Amarican Elecine Powsr A0% 2 5% -1.0% 3o 0% 0% I
CH Enacgy -15% 0% 1% (11 I L], 15% 15%
Congolidmed Edsan 1A% 1.0% 35% 20% 3 10% 5% 25%
Congtellation Erergy LY 18 0% 8% 25% 40% oo% 1™
Dominlon Resourcey 5% 25% 1 5% 3% 0% Tow 0% TTh
DPL Ing 70% 0% 5% 16% 3 5% 18w 50% 5.71%
DTE Energy -2 0% osn ‘0% 0% T 5% 30 25% 4%
Dute Energy 50% -0 5% 2%
Exsion Corp 105% 150% 45% 100% 8 0% 5% 10 5% To%
Firglgnemy 12 5% L] 30% T s 45% 45% 3%
IDACORP 15% -A0% 0% 1% 45% 28% 50% ‘0%
NiSource -5 0% -4 0% 15% 2 5% A0 o0% 5% L%
OGE Enargy 110% asn To% 52N 45% 0% To% “ "%
PPL Com 7.5% 12 5% 13 5% 112% 75% 75% 8 0% To%
Progress Ensrgy 4 5% 0% z5% 0% 0% 10% 20% 0%
Pubiic Servica Enlerpriss 53% oM Tow 1.9 715% a0% 0% T 5%
Soutram Ca 4 0% 1% L5 AT 45% g Son 5%
TEGO Energy Y- -8 0% 5% % 45% 25% 8% I
Xcal Enemy Inc 10% -4 0% 10% 0T% 6 5% IoN 4 3% 4 TR
Avorsge 0% 1%

Source Valus Line Investment Buryey
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COMPARISON COMPANLES
DIVIDEND YIELD

Ociober 19 2008
COMPANY oPs Prica YIELD

Comparisan Group - PUC Criteria

Empire Dustnct Elecine $128 51850 60%
Hawaiian Elscinc industnes $1.24 $1864 a8
IDACORP $1.20 297 41%
NY Enargy $0 40 1161 4%
HNonnaast Lhilniss 2095 52394 4 0%
NSTAR $150 53190 4%
Pinnacle Wed Capal s2.10 549 1%
Papco Holdings. Inc 3108 $15 49 70%
Parttand S onenll 302 £2G 36 50%
SCANA Comp 5188 $3568 53%
UIL Haldings 17 527 68 62%
Weslar Enargy 120 120 51 50%
Average EI%

Comparison Growp - Parcall Critaria

Ayista 0w 126 02 £0%
Cisoo Comp 090 $£25 76 5%
Empire Dtric. Elmctine 128 $1850 59%
Hawahan Elecinc Incustries 124 $1864 BT%
IDACORP 120 £29 37 1%
NSTAR $150 $31 ¢ 4 7%
Porlland Genaial 1 936 5%
Westar Energy, Inc 120 $20 5 50%
Average E1%
S&P Inlagratad

Elactric LNlitiea

ALLETE 51.76 M 76 51%
Al Energy 5150 $28 30 5%
Amersn Cormp. 5154 32599 5%
Armancin Elecing Power $1 84 09172 5%
Cleco 0 %0 $2576 Ign
CMS Enmsigy 305D 31388 36%
0P 114 126.20 43%
DTE Enargy $2.12 131 62 6%
Ecigon Inernational $124 533139 I
Emgre Disinci Elecing 128 $18 50 69%
Envargy $3100 $80 37 ars
FPL Group $1 89 $54 70 35%
Hawaian Elecinic Industriss .24 $18 64 67%
IDACORP .20 $29 37 1%
MGE Enargy $1.45 $38 68 39%
Novthaast LNinea %005 $23 04 40%
PGAE 5168 $43 09 39%
Pinruacie YWast Capetal 4210 £34 49 a1
PNM Hesources $0 50 $1250 40%
Portiand Ganeral oz $20 36 50%
Progress Energy 1248 31 03 ad%
Soudhem Company $175 33327 [ %%
TECO Ensigy $0 80 314 61 5 5%
Unisource Enaregy $1.18 $29 55 0%
Westar Energy $120 320 51 5 0%
‘Wisconmn Energy $125 $45 2 0%
Xcol Energy Inc 008 £19 64 40%
Average 4 0%

Moody's Elsctric Ullities

Amancan Elactne Powar $184 £31 72 5 2%
CH Eneegy 216 a4 4y 49%
Consolicated Edumon 236 $41 B8 5 6%
Consdsilation Energy 8096 3341 29%
Dofrureon Resources .75 £36.11 5 0%
DPL Inc $1.14 526 29 43%
OTE Energy $2.12 162 67%
Duka Energy N $092 51598 S5E%
Exalon Comp $2.10 $50 06 a1
Fintenargy 122.20 $47.34 4 8%
IDACORP .20 29 37 41%
NiSaurce ez st3a8 6 6%
CGE Energy $142 34 38 4%
PPL Cop $138 330 86 45%
Progress Enargy 5248 53903 6A%
Public Servica Enemrise 133 531 66 42%
Southem Co $175 33327 53%
TECC Energy $0 80 S 61 5 5%
Acok Eneegy Inc $098 31984 40%
Average 5.0%

Source Yahoo! Firance
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Page 1ot
Updms 2
COMPARISON COMPANIES
CAPM COST RATES
RISK-FREE MARRET CAPM
COMPANY RAATE BETA PREMIUM HATES
Camparison Group - PUC Chieria
Emgira Duirt Electne: A ars 5% 3%
Hawanar Eincii ¢ InQuaties a2 LRl] 5 3% (X
IDACORP 420% o0 3 A2% po%
NV Enargy a2mn o9s 5T LR}
Martheast (Mime L ala 5% %
NSTAR 2% X1 532 e
Painacls West Capnal 420% oTs 5 1% 1Y%
Pupes Hokunga, ine [¥iL onn 5 X% 85%
Poriiano General 421% 07 5% LE
SCAMNA Com 421% 085 5% T
WIL Hoigingm 420% o7o 5 12% a0%
Weslar Enmrgy 421% ors 5% 4
Ayaage *%
Madran L1%
Comparison Group - Parcell Ctena
Anwia 070 EE ] [ 1Y
Clace Comp oes 512% A%
Emoire Distrct Elsctne 075 53% [
Huwanan Elecing inchusl e 420% o7o 512 0%
IDAZORP 410 Q70 53% ars
NSTAR 430% oes 5 X% T
Portland General 410% o75 5% [
Weatar Energy, Inc 4 s eTs 512% BT
Mean L%
Madian o
GAP Imtegrated
Elvetric Lulniew
ALLETE 420% o770 5 12% 0%
Allar Eradgy 4 2% o 5 3% 0%
Amsen Corp. 4 20% om0 50% 5%
Ampncan Elecing Power 4120% 70 532 [N
Claco & 20% o065 52% ba)
CMS Eaargy 4 28% oca 5% 5%
DPL 420% aso 532% 75%
DTE Energy 420% a7 51 [t
Echson Internat.onal 420% as 532% 5%
Emgase Drstnct Elecing 420 0.7s 532% [ 309
Emergy o T 532% B
FPL Group ars 5% [
Hawanan Elecira Inousir e 420 ) 53% 60
IDACQRP 428% oro 5217% 0%
MOE Energy 42 045 5% T
Hoftheas! Lmives a2i o7o 51 0%
POAE 41 055 5% T
Prnacly W Caprigh 42F% o7s 5% [
PHM Rescurces 420% 0oy 5% LR
Ponatand General 420 arTs 530% AT
Frogress Ernwpy 4 10% Q8% 53 T™
Southem Comparny 4 1% 055 522% T
TECO Enargy 4 78% oes 5 3% ¥
Urusource Ene agy 4 28% oT0 53 0%
Weslr Enargy 420 075 51 1™
‘Wisconmn Energy 4 20% oas 53w ™
Xesl Enpegy Ine 4 28% -] 537% ™
Avarage [ BLY
Nacian 0%
Meody's Elecirle Lrnilities
Amarcan [lmcrre Powsr 420% o070 512% BO%
CH Erergy 430 085 5% ™%
Conschauied Edson 420r% aes 51 .M
Ceatwlailxtion Enargy 420 -} ] 5% B 5N
Dermuron Resourc st 4% o7 50w 8 0%
DPL Ing 4 18% J80 5 12% 75%
DTE Energy 4 20% oT5 5 1% 4%
DOubn Enmrgy 4 6% 532%
Exmton Com 4% o8s 522% a4
Firntenagy 4 20% o 5 I B5%
DACCHP 2% 070 5 X b
MSource 4 28% Das 5 3% a6%
OQE Energy 0% oTs 5 1% 1%
PPL Com A 20% 07 50% a0
Progeass Enwgy 420% 085 51 T
Putle Servce Entempnss A 20% o 53 45%
Souihern Co 420% 055 5 1% fa)
TECOD Ermrgy 4 20 ons 5 a4
Yeal Eneegy inc A2 (-3 5% "™
Avatage L%
Medan [ ¥
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Upsnte 2
COMPARISON COMPANIES
CAPM COST RATES
USIRG IDBOTSON RISK PREMIUM
RISK.FREE MARKET CaPW
COMPANY RATE AETA PREMIUM RATES
Companson Group - PUC Criiwia
Empsra Duerict Electie 0% e.75 540y B 3%
Hawanan Elecire Industriss a25% o1 B 40% 8%
IDACORAP 120% oTo 580% L ¥
*NV Energy a428% =3 - 540% 0%
Nerthanst Unltme omn 5 40y [ Fa )
NSTAR d20% 085 58 7"
Pinnncis Weal Capnsl 420 oTh 5 E0% 5%
Papoo Holdinga, Ine IESS o 5 B s
Poriland Qeneral 420% 07s 5 80% 5%
SCANA Cop 42r% (3.1 5 80% %
UIL HoRings 42N 070 5 80 ™
Verar Enegy 420 o 5 80% "5
AviraQe AN
Wadian (%5
Comparson Group - Parcell CiNarle
Avina 420% o7 550 "%
Ciace Corp | 4 20% oes S 80% TS
Empure Darct Fiactric A% 05 580% a5%
Huwnsan Electnc indusines 4 1% 070 5 8% [ ¥
IDACORP 420 70 5 80% "2
NSTAR 420% 065 580% T
Paortland Gensral 4.20% oTs 580 15%
VWaar Erngy. Inc 4 28% Q78 580% 3%
Mean [ &5
Madan [ Fe

GAP Imtegrated
Elesirie ullilew

ALLETE 412 (R ] 5 0r%

Allam Enmgy 428% oto 5 80%

Amersn Cop 42k [ 1] 5 %

Amancan Elecine Powsr 4 28% Q70 580%

Claco 4 20% 085 5 80%

CMS Ensrgy 4 28% osd 5 s

DPL 428% aed 5 &0

DTE Etegy 20 e 5 5%

Edkaon I armadenal a2 o8 5 50

Emp:re Dustrct Elscing a20% 075 S8

Ermpgy nr 580

FPL Group 0.75 5 80%

Huwman Elacine Indusines LR 1Y o.7e 5 80%

IDACORP 420% 0.1 5 80%

MOE Energy 420 045 5 8%

Norhsast Lnltms EX: [ 580%

PGAE 420 055 5 8%

Pinniacle Wesl Capal a2 0TS 5 80%

PHM Resourc s 428% 1313 5 80%

Paorriend Ganaral 42 07 5 80%

Progress Energy 4Ir% 1.1} 5 %

Souihern Company 42 ass 5 8% Tan
TECO Enmgy 420 ons 5 60% FO%
Lnourcs Eneiegy 420% Q70 5 6% 6%
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Averape "%
Madian [ o3
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CA-413
Docket No. 2008-0083
Update 2
RISK INDICATORS
VALUE LINE VALUE LINE VALUE LINE S&P
GROUP SAFETY BETA FIN STR STK RANK
S & P's 500
Composite 2.7 1.05 B++ B+
Comparison Group - PUC Criteria 25 0.74 B+ _ B
Comparison Group - Parcell Criteria 25 0.71 B++ B+
S&P Integrated 2.4 0.7 B++ B
Moody's Electric Utilities 2.3 0.72 B++ B+
Hawaiian Electric Industries
3.0 0.70 B+ B+

Sources: Value Line Investment Survey, Standard & Poor's Stock Guide.

Definitions:

Safety rankings are in a range of 1 10 5, with 1 representing the highest satety or lowest risk.
Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market.

Financial strengths range from C to A++, with the latter representing the highest level.

Common stock rankings range from D to A+, with the latter representing the highest level.
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CA-418
COMPARISON OF DCF AND CAPM ANALYSES OF CONSUMER ADVOCATE WITNESS PARCELL
AS SHOWN IN DIRECT TESTIMONY AND UPDATED TO CONFORM WITH CRITICISM
OF HECO WITNESS MORIN AS DESCRIBED IN HIS REBUTTAL TESTIMONY
DCF Analyses CAPM Analyses
Duract Update Update 2 Maodified Modified 2 Direct Update Update 2 Direct Update Update 2
CA-308 CA-408 CA-408 CA-408 CA-408 CA-410 CA-410 CA-410 CA-410 CA-410 CA4t0
Paged 1/ Page 4 1/ Page 4 4} Page 43/ Page 45/ Pagel 1/ Page 16/ Page 1 7/ Page2 1/ Page 16/ Page 27/
PUC Proxy Group
Mean 10.1% 10.5% 9.8% 9.8% 9.4% 7.4% 80% 8.2% 1.6% 80% B84%
Median 10 3% 10.5% 9.7% 9.7% 9.5% 7.2% T.9% a1% 74% 79% 8.3%
Mean Low 8% 9.4% B.8% a4 B5% B8.5%
Meun High 12.1% 12.6% 11 6% 11.6% 11.3%
Median Ltow 8.7% 9.3% B.6% 8 6% 8.4%
Median High 11.1% 12.2% 114% 11.4% 11.2%
Parcell Proxay Group
' Mean 10.0% 10.5% 9.8% 10.1% 9.5% 1.4% T.5% 8.0% 7.6% 7.9% B.2%
Median 10.2% 10 5% 10.0% 10.5% 9.7% 7 3% 7.9% 8.0% 7.6% 1.9% B 2%
Mean Low 84% 9.4% B.4% 8.6% 1%
Mean High 12.5% 12.6% 11.9% 12.0% 11.6%
Median Low B3N §5.3% B.3% 8.4% 9.1%
Median High 10.8% 12.7% 10.9% 11.1% 10.7%
S&P Integrated Group
Mean 10.7% 10 ™% 10.1% 10.5% 9.9% T.4% 7.9% B.1% 7.6% 7.9% 8.3%
Median 10.5% 10.7% 3.9% 10.1% 9.6% 7.5% 7.9% B8.0% .M 7.9% 82%
Mean Low 9.6% 9.6% 9 2% 9.4% 9.0%
Mean High 12.4% 12.0% 11.2% 11.9% 11.0%
Medan Low 8.9% 9.1% 8.9% 9.1% 8.7%
Median High 11.4% 11.M™ 11.1% 11.6% 10 B%
Moody's Electric Utiities X
Mean 11.0% 10.9% 10.4% 10.6% 10.1% 7.3% B.O% B.1% 7.5% 80% B.3%
Median 11.1% 10.5% 10.1% 10.1% 9.6% 7.2% 80% ao% Ta% 8.0% 8.2%
Mean Low 10.5% 10.5% 9.8% 10.2% 9.9%
Mean High 12.5% 12.1% 11.4% 11.8% 11.1%
Median Low 9.6% 9.8% 9.4% 9.6% 9.1%
Median High 11.4% 11.9% 10.3% 11.2% 10.0%

1/ As contained In CA-T-4, Dirget Testimony of David C. Parcell.

2/ Updated using average stock prices for three-month period April - June, 2009, most recent issuey of Valua Une, and end-of-June,
1009 analysts forecasts of EPS.

3/ "Moadified” 10 use spot stock prices as of July 6, 2009, to conform with yield procudure used by HECO witness Morin. Also used
most recent issues of Value Line and end-of-June, 2009 anaiysts’ forecasts of EPS

4f Updated using average stock prices for three-month period July - September, 2009, rnost recent issues of Value Lina, and mid-October,
1009 analysts’ forecasts of EPS.

S/ “Modified to use spot stock pnces as of Oclober 19, 2009, to confarm with yield procedure used by HECO witness Morin. Also used
most recent issues of Value Line and mid-October, 2009 anatysts' forecasts of EPS.

&/ Updated using 20-year U.5 Treasury bond ylelds for three-month period Apnil - June, 2009 and most recent issues of Value Line
for batas.

7/ Updated using 2G-year U.$. Treasury bond yields for three-mongh penod july - September, 2009 and moat recent issues of Value Line
for betas.
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Update 2
VALUE LINE BAP
VALUE LINE VALUE LINE FINANCIAL S8TOCK

Company BAFETY BETA STRENGTH RANKING
Comparison Group - PUC Criteris
Empire Disuact Elacinc 3 7% B¢ 333 B LR
Hewaiisn Elsctric Industrias 3 070 B 18 B+ 133
IDACORP 3 oo B 3313 2] lm
NV Enargy 3 o095 B jo0 B g0
Northassl Uninies 3 070 B+ 13 a 300
NSTAR 1 LLES A 400 A- aav
Pinnscie Wesl Capinl 3 075 ;8 3z B o0
Papeo Holdings, Inc. 3 o8 B 300 B ico
Portiand Ganeral 2 Qs B+ ae? NR
SCANA Corp 2 oes A 400 B 300
UIL Holdings 2 are B+ o7 B J00
Wasiar Energy 2 075 Bee 367 B 300
Averuge 2.5 074 B 347 B 32z
Comparison Jroup - Percell Critaria
Avista a (i) B« i B+ i
Cleco Comp 3 0es B+ 1 a joo
Empira Dwitnct Elsctne 3 0.75 B+ I B+ mm
Hawanan Elecine Indusines 3 o070 B+ N B+ i
IDACORP k] o070 B4 3313 B 300
HSTAR 1 08s A 400 A Je7
Porlang Gensral 2 075 Bes 367 NR
Weslar Enargy, inc 2 [ FE] Ber 3e7 8 joo
Avarage 25 on Bes 350 B+ 324
S&P Imagrated
Elgctric Utiltinn
ALLETE 2 Q.70 A 4.00 B 300
Adilant Energy 2 o070 A 400 B g0
Ararsn Corp. 3 :F.] Be+ 87 B+ 133
Amencan Elaciic Power 3 070 Bt 187 B .00
Cleco 3 -] 1] B+ I B 100
CMS Enargy 3 080 B 300 2] 00
oPL 3 060 Be+ 387 B+ 313
CTE Energy 3 075 B+ i B 100
Edison Intemational k] o080 B lar B 300
Empur Disinct Electric k] 0.7s Be i B+ 113
Entergy 2 070 A 400 A 400
FPL Group 1 075 At 4233 A 4 00
Hawaian Electric Indusines 3 070 B+ m - N
IDACORP 3 070 B+ 33 B 390
MGE Energy 1 oes A 400 B+ 333
Horthamat Unlliies 3 o70 B+ 33 B 300
PGLE 2 055 B+ aer B 300
Pinnecis West Caprial 3 ors B+ 33 B 100
PNM Resourcas 3 oes B 300 B 300
Pertiand Genarsl 2 07s B+ 36T MR
Progress Energy 2 oas Bee et B 300
Southem Company 1 0ss A 4 00 A- 147
TECO Energy 3 0.85 B 2.00 B 00
Unisource Eneregy 3 070 C+e 287 B kYY)
Weatar Eneigy 2 075 B+ lav B J00
wWisconsin Energy 2 oes Btr 167 B+ 13
Xcel Energy Inc. 2 :].1] Bes 187 NR 300
Avarsge 4 on B+ 158 B 314
Moody's Electric Utlities
Amarican Elecing Power b ] are Be+ 1o7 B 100
CH Enargy 1 085 A 4 00 B+ i
Consolidated Edison 1 0as A 433 B+ 333
Conntsliation Energy b ] o3 .11} B .33 B 100
Oominicn Resourtes 2 070 B+ 187 B+ k]
OPL Inc 3 ]} B+ 387 B+ 13
OTE Energy 3 0.75 Be 3.33 B 300
Duke Enevgy ? oas A 4.00 B 300
Exslon Corp 1 [+].1] A 4.3 B+ in
Firntanargy 2 a8o0 A 4 00 A- aer
IDACCRP 3 a.70 B 13 B 3o
NiSource 3 a8s B A00 8 Y00
QGE Energy 2 013 A 4 00 A 187
PPL Comp 3 are Bes 157 B+ 33
Progress Energy 2 085 B+ .87 B 300
Public Service Entampnae k] :].11] B+ gt B+ 3in
Southem Co 1 055 A 4 0C A- je7
TECO Energy 3 1] 1] -] 300 -] I
Xeal Energy Inc 2 0as B+ 367 NR 300
Average 228 0.72 B4+ 3Te B+ 323




CERTIFICATE OF SERVICE

| hereby certify that a copy of the foregoing DIVISION OF CONSUMER
ADVOCACY'S HEARING EXHIBITS was duly served upon the following parties, by
personal service, hand delivery, and/or U.S. mail, postage prepaid, and properly

addressed pursuant to HAR § 6-61-21(d).

DARCY ENDO-OMQTO 1 copy

VICE PRESIDENT by hand delivery
GOVERNMENT AND COMMUNITY AFFAIRS

HAWAIIAN ELECTRIC COMPANY, INC.

P. O. Box 2750

Honolulu, Hawaii 96840-0001

DEAN K. MATSUURA 1 copy
MANAGER- REGULATORY AFFAIRS by hand delivery
HAWAIIAN ELECTRIC COMPANY, INC.

P. Q. Box 2750

Honolulu, Hawaii 96840-0001

THOMAS W. WILLIAMS, JR., ESQ. 1 copy

PETER Y. KIKUTA, ESQ. by hand delivery
DAMON L. SCHMIDT, ESQ.

GOODSILL, ANDERSON, QUINN & STIFEL

1800 Alii Place

1099 Alakea Street

Honolulu, Hawaii 96813

Counsel for Hawaiian Electric Company, Inc.



DR. KAY DAVOQODI 1 copy
NAVFAC HQ ACQ-URASO by U.S. mail
1322 Patterson Avenue, S.E. Suite 1000

Washington Navy Yard

Washington, DC 20374-5065

JAMES N. MCCORMICK, ESQ. 1 copy
ASSOCIATE COUNSEL by U.S. mail
NAVAL FACILITIES ENGINEERING COMMAND, PACIFIC

258 Makalapa Drive, Suite 100

Pearl Harbor, HI 96860-3134

THEODORE E. VESTAL 1 copy
ASSOCIATE COUNSEL by U.S. mail
Naval Facilittes Engineering Command, Pacific

258 Makalapa Drive, Suite 100

Pearl Harbor, HI 96860-3134

Counsels for Department of Defense

DATED: Honolulu, Hawaii, October 22, 2008.
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